HCFA  The  Health  Care  Financing 
Administration  was  established 
to  combine  health  care  financ- 
ing and  quality  assurance  programs 
under  a  single  agency.  HCFA  is 
responsible  for  the  Medicare  pro- 
gram, federal  participation  in  the 
Medicaid  program,  the  Professional 
Standards  Review  program,  and  a 
variety  of  other  health  care  quality 
assurance  programs. 

The  mission  of  the  Health  Care 
Financing  Administration  is  to  pro- 
mote the  timely  delivery  of  appro- 
priate, quality  health  care  to  its 
beneficiaries — approximately  47 
million  of  the  nation's  aged,  disabled 
and  poor.  The  agency  must  also  en- 
sure that  program  beneficiaries  are 
aware  of  the  services  for  which  they 
are  eligible,  that  those  services  are 
accessible  and  of  high  quality,  and 
that  agency  policies  and  actions 
promote  efficiency  and  quality 
within  the  total  health  care  delivery 
system. 

Forum  ,  the  official  magazine  of 
HCFA,  is  published  to  inform  a  wide 
audience  on  all  aspects  of  health  care 
financing  and  the  activities  and  pro- 
grams of  the  agency.  Among  its 
readers  are  health  care  administra- 
tors, planners,  and  other  profession- 
als; state  health  and  health  financing 
agencies;  and  major  public  and 
private  corporations,  institutions, 
and  associations  that  finance  health 
care  for  their  members  or  employees. 

Forum  provides  information  on 
actions  and  policies  that  promote 
efficiency  and  quality  within  the  total 
health  care  system,  encouraging  dis- 
cussion and  debate  of  the  complex 
issues  and  problems  relating  to 
health  care.  By  soliciting  views  from 
outside  HCFA  and  the  Department, 
Forum  contributes  to  a  constructive 
relationship  and  dialogue  among  the 
agency  and  health  care  providers, 
third-party  payers,  and  other 
segments  of  its  readership. 
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Readers  will  notice  a  common 
theme  throughout  this  issue  of 
Forum;  it  can  be  summed  up  in  a 
word,  "change."  Obviously,  some  of 
this — both  current  and  pending — 
results  from  the  change  in  Adminis- 
tration and  the  winds  of  a  fresh 
political  philosophy  that  is  sweeping 
over  the  health  care  field,  as  well  as 
across  other  areas  of  American  life. 

Our  cover  article  offers  a  sobering 
projection  of  overall  spending  on 
health  care,  with  changes  continuing 
quite  predictably  in  the  same  direc- 
tion as  they  have  headed  the  past  30 
years — up.  But  not  to  despair;  a 
leading  health  economist,  working 
from  the  same  figures,  has  suggested 
that  a  competitive  strategy  and  other 
proposed  alterations  to  the  health 
care  system  could  significantly 
moderate  the  ballooning  cost 
increases. 

Of  course,  many  changes  in  the 
health  care  scene  stem  from  complex 
causes  other  than  political.  For  in- 
stance, why  are  hospitals  tending 
toward  the  use  of  lease-purchase  of 
large  equipment  rather  than  outright 
purchase?  Forum's  article  on  the 
subject  gives  you  some  clues — pre- 
serving scarce  capital  is  one  good 
reason.  And  why  has  there  been  an 
upswing  in  the  last  decade  on  the 
part  of  families  toward  the  use  of 
modern  nurse -midwives  for  ma- 
ternity care?  As  Forum  explains, 
nurse-midwifery  fits  into  the  new, 
natural  approach  to  childbirth,  offers 
cost  savings,  ensures  safe,  personal- 
ized care,  and  can  provide  access  to 
services  where  services  are  scarce. 


Lifestyles  are  changing  too;  but 
does  that  mean  Americans  will  be 
healthier?  Our  second  article  on 
preventive  health  care  acknowledges 
that  Americans  are  making  import- 
ant personal  changes  in  pursuit  of 
health  .  .  .  but  while  jogging  is 
strengthening  hearts,  failure  to  fasten 
seatbelts  is  costing  lives  unneces- 
sarily. So  the  returns  are  mixed. 

Despite  these  shifts,  occurring  and 
contemplated,  certain  health  care 
themes  remain  constant,  among 
them  cost  containment  and  quality 
of  care.  So  oft  repeated,  they 
seem  almost  a  cliche,  but  policy- 
makers of  all  stripes  have  subscribed 
to  them.  Self-evidently  desirable,  yet 
so  hard  to  attain.  But  would  the 
reasonable  citizen,  taxpayer,  legis- 
lator, administrator,  provider,  or 
patient  seek  any  less  for  their 
health  care? 

Virginia  T.  Douglas 
Editor 
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Thoroughly  modern  midwives 
offer  choice  of  care  and  cost  -fl 
by  Ann  Slay  ton  -KTW 
Health  policy  is  swinging  toward 
nurse-midwifery  as  a  safe, 
accessible,  cost-effective  alternative 
for  providing  maternity  care. 


Changing  lifestyles — 
'what  are  the  health  payoffs? 

by  Katherine  G.  Bauer  and 
and  Ronald  W .  Wilson 
Preventive  measures  score  some 
successes,  but  there  are  failures 
as  well.  The  second  in  a  series 
of  articles  on  preventive  health 
care,  written  by  researchers  of 
the  U.S.  Public  Health  Service. 


HEALTH  CARE  SPENDING  — 
CAN  THE  RATE  OF  ASCENT  BE  SLOWED? 


by  Mark  S.  Freeland  and 
Carol  Ellen  Schendler 


The  Health  Care  Financing  Ad- 
ministration recently  published  its 
second  annual  analysis  of  national 
health  expenditures  and  projections 
for  future  spending,  based  on  the 
most  current  data  available  from 
public  and  private  sources.  This 
article  summarizes  projections  pre- 
pared last  fall  and  presented  in  detail 
in  the  Winter  1981  issue  of  the 
Health  Care  Financing  Review,* 
which  is  published  by  HCFA's  Office 
of  Research,  Demonstration,  and 
Statistics. 

It  paints  a  picture  of  non-stop 
burgeoning  of  health  care  spending 
at  a  growth  rate  that  continues 
through  1990  to  exceed  both  the 
overall  inflation  rate  and  growth  in 
the  Gross  National  Product.  In  this 
scenario,  given  no  change  in  the  de- 
livery and  financing  of  America's 
health  care,  health  spending  will 
continue  to  increase  yearly  at  12.3 
percent,  doubling  every  six  years  and 
reaching  $821  billion  by  1990,  when 
it  will  constitute  10.8  percent  of  the 
GNP.  Past  regulatory  efforts  to  con- 
tain growth  have  been  unsuccessful. 

But  the  key  words  are  "given  no 
change."  Today,  proposed  remedies 
are  being  given  serious  consideration 
by  the  Administration  and  the  Con- 
gress, as  well  as  by  other  elements 
of  society  having  vital  concerns  for 
health  care  costs:  state  and  local  gov- 
ernment, providers  of  care,  business, 
and  consumers.  A  great  dialogue  is 
underway,  and  one  point  of  agree- 
ment is  clear:  that  change  is  essen- 
tial— that  the  projections  contained 
in  this  article  must  not  be  fulfilled. 

*  The  full  presentation  in  Review  in- 
cludes statistical  tables,  source  references, 
and  description  of  methodology,  which 
have  been  eliminated  here  for  purposes  of 
brevity.  Limited  copies  of  the  Review 
article  are  available  from:  HCFA,  Office 
of  Research,  Demonstrations  and  Statistics, 
Rm.  l-E-9,  Oak  Meadows,  6325  Security 
Blvd.,  Baltimore,  MD  21207. 


^Trend  is  up,  up, 
and  away  — 
but  remedies 
have  been  proposed 


A  major  proposal  to  change  the 
course  of  runaway  health  care  infla- 
tion would  introduce  economic  com- 
petition to  health  services  through 
alternative  delivery  systems  and 
structural  changes  in  financing  and 
reimbursement  programs,  in  order  to 
provide  economic  incentives  to  re- 
strain costs.  Economist  Alain  En- 
thoven  *  estimates  that  a  competition 
strategy,  if  implemented  in  the  early 
1980s  could  reduce  the  nation's 
health  care  costs  by  1990  to  a  figure 
15  to  20  percent  less  than  HCFA's 
projections,  with  greater  savings  in 
the  longer  run.  It  is  with  such  poten- 
tial in  mind  that  this  article  should 
be  read. 

Editor 

AS  THE  HEALTH  SECTOR 
continues  to  absorb  larger  percent- 
ages of  our  Gross  National  Product, 
the  implications  for  the  economy 
become  more  significant.  As  more 
labor  and  capital  are  drawn  into  the 
health  sector,  relatively  fewer  re- 
sources are  available  for  producing 
goods  and  services  in  other  sectors. 

Until  now,  the  nation's  institu- 
tional arrangements  have  provided 
few  incentives,  supply  or  demand, 
that  greatly   retard  the  growth  of 

*  Drury,  Patricia,  and  Alain  Enthoven, 
"Competition  and  Health  Care  Costs,"  in 
Michael  J.  Boskin,  Ed.,  The  Economy  in 
the  1980s:  A  Program  for  Growth  and 
Stability,  San  Francisco,  Institute  for  Con- 
temporary Studies,  1980,  pp.  393-417. 


health  expenditures.  As  health  costs 
have  increased,  so  have  the  risk  of 
financial  burden  to  consumers  with 
inadequate  health  insurance  coverage 
and  the  demand  for  public  programs 
and  private  health  insurance.  Tax 
subsidies  for  health  insurance  premi- 
ums add  to  this  by  encouraging  the 
purchase  of  extra  insurance,  so  that 
the  proportion  paid  out-of-pocket  by 
consumers  declines. 

As  a  result,  both  consumers  and 
providers  have  increasingly  tended  to 
treat  health  care  services  as  a  free 
good  at  the  time  of  purchase.  The 
ensuing  increased  demand  for  medi- 
cal care  interacts  with  our  fee-for- 
service  and  retrospective,  cost-based, 
reimbursement  systems  to  further 
increase  costs.  More  services  and 
more  costly  services  reward  provid- 
ers with  additional  revenues  from 
third-party  payers.  The  reimburse- 
ment policy  provides  an  incentive  for 
providers  to  adopt  product-innovative 
technologies,  which  increase  costs, 
while  there  is  relatively  less  incentive 
to  adopt  process  innovative  technolo- 
gies that  might  increase  productivity 
and  decrease  costs. 

This  country's  current  system  of 
reimbursement  has  evolved  out  of  a 
pragmatic,  cooperative  interaction 
among  providers,  third-party  payers, 
and  consumers,  based  on  their  eco- 
nomic, social,  and  political  needs  and 
demands.  Until  an  alternative  insti- 


Mark  Freeland,  Ph.D.,  is  an  economist 
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AUGUST  1981/HCFA  FORUM 


HCFA  FORUM  AUGUST  1981 


3 


tutional  arrangement  is  devised  that 
better  meets  often  conflicting  needs 
and  demands,  the  affected  parties 
may  resist  significant  changes. 

This  article  presents  projections 
of  health  expenditures  for  the  next 
decade,  based  on  assumptions  that 
the  current  incentive  mechanisms 
and  constraints  affecting  the  demand 
for  and  supply  of  medical  care  are 
not  significantly  modified  and  that 
the  projections  for  the  national  econ- 
omy are  accurate.  Following  the 
projections  is  a  discussion  of  some 
general  factors  that  have  influenced 
this  rapid  growth  in  health  expendi- 
tures. 

Trustees:  Real  GNP  to  rise 

Concerning  the  U.S.  economic 
picture  for  1979  through  1981  as  a 


whole,  overall  inflation,  as  measured 
by  the  implicit  price  deflator  *  for 

*  The  implicit  price  deflator  for  the 
GNP  is  a  widely  used  indicator  of  infla- 
tion that  takes  into  consideration,  not  only 
changes  in  price  of  the  various  components 
of  the  GNP  (consumer  expenditures  for 
food,  health  care,  and  the  like,  plus  gov- 
ernment expenditures,  investment,  and  net 
exports),  but  also  the  changing  mix  of  the 
economy's  output.  The  GNP  deflator 
measures  price  changes  of  a  wider  group 
of  goods  than  does  the  Consumer  Price 
Index,  which  does  not  include  investment, 
exports,  and  government  spending. 


the  GNP,  is  expected  to  average  9.9 
percent  annually,  according  to  the 
trustees  of  the  social  security  retire- 
ment program.**  The  GNP  will  rise 
at  an  average  annual  rate  of  10  per- 
cent, the  trustees  indicate,  and  popu- 
lation at  slightly  less  than  1  percent. 

For  the  next  five  years  (1981  to 
1985),  the  trustees  project  the  GNP 
to  grow  at  an  average  annual  rate 
of  12.9  percent,  with  real  GNP  (ad- 
justed for  inflation)  averaging  4.2 
percent  annually.  For  the  period 
1985  to  1990,  the  GNP  is  estimated 
to  grow  at  an  average  annual  rate  of 
10.3  percent. 

For  the  entire  period  of  1979  to 
1990,  the  trustees  project  that  the 
GNP  will  rise  at  an  average  annual 
rate  of  11.2  percent.  During  the  last 


decade  (1969  to  1979),  the  GNP 
increased  at  an  average  annual  rate 
of  9.7  percent  (real  GNP  at  a  2.9 
percent  and  inflation  at  6.7  percent). 

Population  will  continue  to  grow 
at  0.9  percent  per  year,  as  it  did 
in  the  historical  period  (1965  to 
1979).  Important  shifts  taking  place 
in  the  demographic  mix  of  the  popu- 

**  1980  Annual  Report  of  the  Board  of 
Trustees  of  the  Federal  Old-Age  and  Sur- 
vivors Insurance  and  Disability  Insurance 
Trust  Funds,  June  17,  1980. 


lation  will  affect  health  expenditure 
growth.  The  aged  population,  espe- 
cially persons  age  75  and  over,  use 
health  care  services  with  greater  fre- 
quency than  the  rest  of  the  popula- 
tion. From  1979  to  1990,  the  pro- 
portion of  the  population  age  65  and 
over  will  rise  from  11.0  to  12.6  per- 
cent, and  those  75  and  over  from 
4.3  percent  to  5.4  percent. 

Health  spending  exceeds  GNP  growth 

Historically,  health  spending  has 
increased  steadily  over  the  past  30 
years,  both  in  absolute  dollars  and 
as  a  percentage  of  the  GNP  (see 
Figure  1 )  and  has  doubled  every  six 
years  since  1965.  Expenditures  for 
health  care  rose  from  $42  billion  in 
1965  to  $212  billion  in  1979,  an 
average  annual  rate  of  growth  of 
12.3  percent.  This  growth  is  ex- 
pected to  continue.  Projected  out- 
lays are: 

Annual  Annual 
Health  Care  Average  Expenditure 

Expenditures    Annual  Rate  of  Per 
Point  in  time    (Billions)  Increase  Capita 


By  1981  $279       14.6%  over  1979  $1,215 

By  1985  $462        1 3.5%  over  1 981  $1,950 

By  1990  $821        1 2.2%  over  1 985  $3,300 

As  these  projected  increases  in 
health  care  spending  are  expected  to 
exceed  GNP  growth  rates,  health  ex- 
penditures as  a  share  of  the  GNP  will 
increase.  By  1985,  the  health  care 
sector's  share  of  the  GNP  is  projected 
to  increase  to  9.9  percent. 

Shift  to  federal  financing 

Over  time,  the  sources  of  funds  to 
finance  national  health  exenditures 
have  shifted  (see  Figure  2).  In  1950, 
private  sources  funded  73  percent  of 
national  health  expenditures,  the  Fed- 
eral Government  financed  13  percent, 
and  state  and  local  governments  fi- 
nanced 14  percent.  These  propor- 
tions did  not  greatly  change  through 
1965.  But  thereafter,  the  federal 
Medicare  program  and  the  federal- 
state-local  Medicaid  program  began 
to  shift  the  burden  of  financing  to 
public  funding.  In  1968,  the  Federal 
Government  financed  24  percent  of 
national  health  expenditures;  state 
and  local  governments,  14  percent; 
and  the  private  sector,  62  percent. 


Billions  of  Dollars 


Figure  1. 

Total  National  Health  Expenditures 
Selected  Years  1950  to  1990 
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Consistently,  state  and  local  govern- 
ments financed  13-14  percent  of  na- 
tional health  expenditures  during  the 
period  1950  to  1979.  By  1979,  the 
Federal  Government  was  financing 
29  percent  of  national  health  ex- 


Figure  2. 

Source  of  Funds  for  National  Health  Expenditures 
Selected  Years,  1950  to  1979 
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penditures;  the  private  sector,  54  per- 
cent; and  state  and  local  govern- 
ments, 14  percent. 

Federal  outlays  for  health,  which 
were  $1.6  billion  in  1950,  increased 
to  $5.6  billion  in  1965  and  to  $60.9 
billion  in  1979.  From  1965  to  1979, 
federal  expenditures  for  health  in- 
creased at  an  average  annual  rate  of 
18.6  percent.  State  and  local  ex- 
penditures increased  at  13.3  percent 
and  private  spending  at  10.2  percent. 

The  near-term  outlook  is  for  fed- 
eral expenditures  on  health  to  rise  to 
$80.7  billion  in  1981,  up  from  $60.9 
billion  in  1979,  and  they  are  proj- 
ected to  reach  $140  billion  by  1985 
and  $263  billion  by  1990.  This  is  an 
average  annual  rate  of  increase  of 
14.2  percent,  the  same  as  for  1969- 
1979,  but  considerably  lower  than 
during  the  period  1965-1979. 

In  1981,  1985,  and  1990,  state 
and  local  outlays  are  projected  to  be 
$40  billion,  $67  billion,  and  $119 
billion  respectively.  The  average 
annual  rate  of  growth  of  state  and 
locally  financed  national  health  ex- 
penditures for  the  period  1979  to 
1990  will  be  13.1  percent,  the  same 
rate  as  for  the  period  1969-1979. 

In  1950,  funding  of  health  ex- 
penditures accounted  for  4  percent  of 
total  federal  expenditures,  dropping 
during  the  late   1950's  and  early 


1960's  (see  Figure  4),  but  rising  to 
4.5  percent  by  1965.  This  ratio  in- 
creased to  8.6  percent  in  1970,  10.4 
percent  in  1975,  and  12.0  percent 
in  1979. 

As  a  proportion  of  total  state  and 
local  government  expenditures, 
spending  for  health  (after  federal 
transfers)  has  increased  from  7.1 
percent  in  1965  to  9.2  percent  in 
1979. 

Spending  rates  vary  by  category 

Past,  current  and  future  spending 
in  each  of  12  areas  of  health  ac- 
tivities is  analyzed  in  the  balance  of 
this  article.  First,  a  historical  per- 
spective is  provided,  commenting  on 
factors  influencing  spending  growth. 
Then  both  short  and  long-term  pro- 
jections of  expenditures  are  pre- 
sented, with  projections  of  sources  of 
funding  for  health  services  and  ac- 
tivities. Projections  were  made  for 
the  years  1980  through  1990. 

•  Hospital  care — More  is  spent  on 
hospital  care  than  on  any  other  cate- 
gory of  national  health  expenditures; 
it  accounted  for  40  percent  of  health 
dollars  in  1979.  Total  hospital  ex- 
penditures increased  from  $13.9  bil- 
lion in  1965  to  $85.3  billion  in 
1979,  for  an  average  annual  rate  of 
growth  of  13.8  percent. 

Inpatient  care  in  community  hos- 
pitals is  a  major  segment  of  hospital 
care.  During  the  last  decade  (1969- 
1979)  community  hospital  inpatient 
expenses  rose  from  $15.6  billion  to 
$59.1  billion,  an  average  increase  of 
14.3  percent  annually.  The  chief  fac- 
tor was  overall  inflation  in  the  econo- 
my, which  accounted  for  about  half 
of  the  increase;  other  factors  are  set 
forth  in  Figure  4.  Factors  specific  to 
the  industry  account  for  44  percent 
of  the  growth:  admissions  per  capita; 
intensity  per  admission  (such  as  nurs- 
ing hours  per  case  and  diagnostic  and 
therapeutic  procedures  per  case);  and 
hospital  input  prices  (prices  hos- 
pitals pay  for  labor  and  materials) 
in  excess  of  overall  inflation. 

Most  significant  of  these  factors 
was  intensity  per  admission,  which  is 
fueled  by  demand  for  increased  qual- 
ity of  care,  and  in  turn  facilitated  by  a 
high  level  of  insurance  coverage  (low 


cost-sharing).  The  high  level  of  in- 
surance interacts  with  the  prevalent 
retrospective  cost-based  reimburse- 
ment system,  which  lacks  incentives 
to  provide  medical  care  in  the  least 
expensive  manner. 

The  short-term  outlook  (1979  to 
1981)  is  for  hospital  expenditures  to 
rise  from  $85  to  $112  billion — an 
average  annual  rate  of  growth  of  14.7 
percent.  Inpatient  expenses  per  day 
in  community  hospitals  are  projected 
to  rise  from  $226  to  $288,  and  ex- 
penses per  inpatient  stay  from  $1,618 
to  $2,046.  By  1985,  inpatient  ex- 
penses per  admission  are  projected 
to  exceed  $3,300. 

Up  is  also  the  direction  total  hos- 
pital expenditures  are  expected  to 
take  over  the  long  run:  reaching  $190 
billion  by  1985  and  $355  billion  by 
1990.  Per  capita  hospital  expendi- 
tures will  be  $798  in  1985  and 
$1,430  by  1990,  it  is  projected. 

•  Physician  services  —  Expendi- 
tures for  physician  services  rose  from 
$12.6  million  in  1969  to  $40.6  mil- 
lion in  1979,  a  12.4  percent  average 
annual  rate,  with  overall  inflation 
again  accounting  for  more  than  half 
of  the  increase  (see  Figure  4).  In- 
creases in  the  consumer  price  index 
for  physician  fees  above  the  GNP 
deflator  accounted  for  10.4  percent 
of  the  growth,  while  increased  visits 
per  capita  accounted  for  1 1  percent, 
and  real  expenses  per  visit,  15  per- 
cent. 

Out-of-hospital  laboratory  tests 
constitute  one  example  of  the  growth 
in  real  services.  Excluding  x-rays  and 
radiation  therapy,  numbers  of  out-of- 
hospital  laboratory  tests  increased 
from  850  million  to  1.5  billion  be- 
tween 1972  and  1977,  an  average 
annual  rate  of  12.0  percent.  Another 
example:  surgical  operations  in- 
creased from  13.7  million  to  18.6 
million  from  1969  to  1979,  an  aver- 
age annual  rate  of  growth  of  3.1  per- 
cent. This  increase  in  intensity  of 
services  is  caused  in  part  by  growth 
in  insurance  coverage  and  the  fee-for- 
service  reimbursement  system. 

Does  the  increase  in  the  number 
of  active  physicians  (up  3  percent 
annually,  on  average,  between  1965 
and  1979)  produce  more  services  and 
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Making  Assumptions: 
Historical  Trends  Form  Basis  for  Projections 


This  article  incorporates  pro- 
jections by:  the  Health  Care  Fi- 
nancing Administration  concern- 
ing Medicare  benefit  outlays  and 
total  community  hospital  inpatient 
expenses;  the  Bureau  of  Health 
Professions  (HRA)  concerning 
active  physicians  and  dentists; 
and  the  1980  Board  of  Trustees 
of  the  Federal  Old-Age  and  Sur- 
vivors Insurance  (OASI)  and  Dis- 
ability Insurance  (DI)  Trust 
Funds  concerning  the  Gross  Na- 
tional Product  (GNP)  and  overall 
inflation. 

A  set  of  assumptions  relating  to 
the  medical  care  sector  and  the 
economy  as  a  whole  forms  the 
basis  for  these  projections.  The 
fundamental  assumption  is  that 
historical  trends  and  relationships 
will  continue  into  the  future 
(which  includes  1980,  as  complete 
information  is  not  yet  available 
for  that  year).  Further,  it  is  as- 
sumed that: 

•  The  health  care  delivery  sys- 
tem will  continue  to  evolve  along 
patterns  followed  during  the 
period  1965  through  1979; 

•  No  federal,  mandatory,  cost- 
containment  program  will  be  in 
effect. 

•  No  major,  new,  publicly 
financed  program  of  medical  care, 
such  as  national  health  insurance, 
will  be  introduced; 

•  No  major  technological 
breakthrough  in  treatment  of  acute 
and  chronic  illnesses  will  occur 
that  would  significantly  alter  evolv- 
ing patterns  of  morbidity  and 
mortality; 


•  Use  of  medical  care,  includ- 
ing intensity  of  services  per  case, 
will  continue  to  grow  in  accord- 
ance with  historical  relationships 
and  trends; 

•  Medical  care  prices  will  vary 
with  the  implicit  price  deflator  for 
the  GNP,  according  to  relation- 
ships established  in  the  period 
studied; 

•  Population  and  health  man- 
power will  grow  as  projected  by 
the  Office  of  the  Actuary,  Social 
Security  Administration,  and  Bu- 
reau of  Health  Professions; 

•  The  GNP  and  the  implicit 
price  deflator  for  the  GNP  (over- 
all inflation)  will  grow  as  pro- 
jected in  the  1980  report  of  the 
OASI  and  DI  trustees;  and 

•  Benefit  outlays  for  Medicare 
and  total  community  hospital  in- 
patient expenses  will  grow  as  pro- 
jected in  the  1980  Trustees'  re- 
ports. 

It  is  difficult  to  predict  how  a 
regulated  sector  such  as  the  health 
care  industry  will  evolve  during  a 
decade  when  competing  forces  are, 
at  the  same  time,  tending  toward 
both  deregulation  and  increased 
regulation  and  planning.  Projec- 
tions could  be  made  (but  were 
not)  for  alternative  scenarios,  such 
as  the  effects  of:  significant  de- 
regulation of  the  health  care  in- 
dustry; the  advent  of  national 
health  insurance;  cost  containment; 
and  area-wide  budgeting.  A  range 
of  projections  could  be  confusing 
and  might  imply  that  the  projec- 
tions are  less  subject  to  error  than 
they  really  are. 


increase  costs?  Between  1968  and 
1978,  real  per  capita  expenditures 
for  physicians'  services  rose  at  an 
annual  rate  of  3.4  percent;  and  real 
services  per  physician  declined  0.8 
percent  per  year,  on  the  average. 
These  data  seem  to  suggest  that  the 
large  increase  in  the  number  of  active 


physicians  relative  to  population  has 
been  associated  with  more  real  serv- 
ices provided  per  capita,  but  that 
fewer  services  per  physician  were 
provided.  Research  on  this  finding  is 
needed. 

The  rate  of  increase  in  active 
physicians  for  1980  to  1990  is  slight- 


ly less  than  in  the  1965-79  period. 
The  effect  of  projected  increases  in 
numbers  of  active  MDs  and  DOs  on 
prices,  use  of  services,  distribution  by 
speciality,  incomes,  geographic  dis- 
tribution, and  so  forth,  is  under  cur- 
rent study. 

The  increasing  incidence  of  mal- 
practice suits  in  the  1970s  has  af- 
fected expenditures  in  two  ways:  fees 
were  raised  to  reflect  increased  costs 
from  higher  malpractice  insurance 
premiums,  and  the  quantity  of  serv- 
ices provided  increased,  as  physicians 
became  more  thorough  in  response 
to  the  threat  of  malpractice  suits.  In 
the  projected  period,  this  threat  will 
continue  to  be  a  factor  in  physicians' 
practice  costs,  but  may  not  be  as 
significant  a  cost  determinant  as  it 
was  in  the  1970s. 

For  the  short-term,  expenditures 
for  physicians'  services  are  expected 
to  rise,  from  $40.6  billion  in  1979  to 
$52.9  billion  in  1981.  For  the  longer 
term,  such  expenditures  are  expected 
to  reach  $87  billion  in  1985  and 
$150  billion  in  1990.  The  projected 
average  annual  rate  of  growth  be- 
tween 1979  and  1990  (12.6  per- 
cent) is  slightly  greater  than  during 
the  period  1965-1979  (11.8  percent). 

•  Dentists'  services  —  Between 
1965  and  1979,  expenditures  for 
dentists'  services  grew  almost  five- 
fold, from  $2.8  to  $13.6  billion  an 
average  annual  increase  of  11.9  per- 
cent. The  number  of  active  dentists 
increased  at  an  average  annual  rate 
of  1.8  percent,  double  the  annual 
rate  of  population  growth. 

From  1969  to  1979,  dentists' 
fees  accounted  for  more  than  half  of 
the  expenditure  growth  for  dentists' 
services  and  grew  at  the  same  rate 
as  the  GNP  deflator,  averaging  6.7 
percent  annually.  This  growth  rate  is 
less  than  that  for  physicians'  services. 
Better  productivity  performance, 
competitive  forces  within  the  indus- 
try, and  the  large  influx  of  new  den- 
tists probably  helped  hold  down  the 
increase  in  prices. 

Greater  intensity  of  services  per 
visit  (e.g.,  use  of  high  speed  drills 
means  more  cavities  can  be  filled 
during  a  visit)  and  shifts  in  the  mix 
of  services  and  procedures  (e.g.,  a 
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higher  proportion  of  expensive  proce- 
dures such  as  orthodontics)  ac- 
counted for  26.5  percent  of  the 
growth  in  expenditures  in  the  last 
decade.  This  greater  intensity  was  a 
more  substantial  factor  in  increased  | 
expenditures  than  was  growth  in 
population  and  visits  per  capita  com- 
bined (see  Figure  4). 

In  the  short-term  (between  1979 
and  1981),  expenditures  for  dentists' 


billion  in  1981,  $10.9  billion  in 
1985,  and  $19.1  billion  by  1990. 
Out-of-pocket  payments  directly  by 
consumers  will  continue  to  fund  the 
majority  of  expenditures  for  this 
category  of  health  services. 

•  Drugs  and  medical  sundries — 
The  pharmaceutical  preparations 
and  drugstore  industries  are  notable 
for   extraordinary    productivity  in- 
creases. From  1965  to  1973,  output 


Figure  3. 

Health  Care  Expenditures  as  a  Percent  of  Government  Expenditures 
for  Selected  Years,  1950  to  1979 
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services  are  projected  to  rise  from 
$13.6  to  $18  billion,  an  average 
annual  rate  of  15.2  percent.  During 
the  same  time,  the  number  of  active 
dentists  is  projected  to  climb  from 
123,500  to  130,100.  Long-term  pro- 
jections are  for  expenditures  on  den- 
tists' services  to  reach  $30  billion  by 
1985  and  $52  billion  by  1990.  The 
number  of  active  dentists  is  expected 
to  increase  at  an  average  annual  rate 
of  2.2  percent  between  1979  and 
1990.  Private  health  insurance  will 
continue  to  finance  an  increasing 
share  of  expenditures  on  dental  care. 

•  Other  professional  services — 
Expenditures  for  other  professional 
services  (e.g.,  performed  by  optom- 
etrists, podiatrists,  chiropractors, 
private-duty  nurses,  and  home  health 
agencies  that  are  not  hospital-based) 
have  grown  from  $1.0  billion  to  $4.7 
billion  between  1965  and  1979,  an 
average  annual  rate  of  growth  of  1 1.4 
percent.  The  use  of  home  health 
services  by  the  elderly  contributes 
to  this  growth. 

Expenditures  for  other  professional 
services  are  expected  to  reach  $6.3 


per  hour  increased  at  average  annual 
rates  of  4.8  and  6.4  percent  for 
employees  in  the  pharmaceutical 
preparations  and  drugstore  industries 
respectively.  But  annual  productivity 
increases  were  less  in  the  most  recent 
five-year  period,  1973-1978,  3.4  and 
0.8  percent  on  average  for  pharma- 
ceutical preparations  and  drugstores 
respectively. 

At  both  producer  and  consumer 
levels  of  distribution,  prices  of  drugs 
have  risen  at  an  average  annual  rate 
(3.0  and  2.6  percent  respectively) 
significantly  lower  than  the  overall 
inflation  rate  (5.7  percent)  for  the 
period  1965-1978.  Thus,  after  ad- 
justing for  inflation,  producer  prices 
actually  decreased  at  an  average  an- 
nual rate  of  minus  3.3  percent  and 
consumer  prices  decreased  at  minus 
3.5  percent.  Historically,  as  produc- 
tivity growth  rates  have  increased, 
real  drug  prices  have  declined.  This 
relationship  began  to  weaken  in 
1974,  possibly  because  of  higher  price 
increases  for  the  energy-dependent 
raw  materials  used  for  drug  manu- 
facturing and  packaging.  Research  is 
needed  to  quantify  cause  and  effect 


relationships  between  productivity 
and  prices. 

Expenditures  for  drugs  and  medical 
sundries  grew  from  $5.2  to  $17  bil- 
lion between  1965  and  1979,  an 
average  annual  rate  of  increase  of 
8.8  percent. 

The  short-term  outlook  for  drugs 
and  medical  sundries  is  for  expendi- 
tures to  rise  to  $20.6  billion  in  1981, 
an  average  annual  rate  of  increase 
of  10.3  percent  between  1979  and 
1981.  For  the  longer  term,  expendi- 
tures are  projected  to  reach  $30  bil- 
lion in  1985  and  $44  billion  in 
1990.  The  projections  assume  mod- 
erate growth  in  private  health  insur- 
ance coverage  and  no  significant 
expansion  of  benefits  through  a  na- 
tional health  insurance  program. 

In  1979,  private  health  insurance 
financed  7.9  percent  of  outlays  for 
drugs  and  medical  sundries,  and  the 
public  sector  financed  another  8.4 
percent,  leaving  83.7  percent  covered 
by  direct  consumer  payments. 

•  Eyeglasses  and  orthopedic  ap- 
pliances— Compared  to  most  health 
services  and  supplies  industries,  this 
industry  is  quite  competitive,  as  evi- 
denced by  its  considerable  price  com- 
petition and  advertising.  Direct,  out- 
of-pocket  payments  accounted  for  87 
percent  of  outlays  for  eyeglasses  and 
appliances  in  1979.  Public  and  pri- 
vate insurance  plays  a  small  role  in 
consumer  demand,  and  this  appears 
to  be  reflected  in  industry  pricing 
behavior.  For  the  period  1965-1977, 
the  Consumer  Price  Index  for  "ex- 
amining, prescribing,  and  dispensing 
of  eyeglasses,"  decreased  at  an  aver- 
age annual  rate  of  0.4  percent,  after 
considering  the  net  effect  of  overall 
inflation  in  the  economy. 

Expenditures,  mainly  for  eye- 
glasses, but  including  orthopedic 
appliances,  have  increased  from  $1.2 
billion  in  1965  to  $4.4  billion  in  1979 
(an  average  annual  rate  of  growth  of 
9.6  percent). 

The  short-term  outlook  is  for  ex- 
penditures to  grow  at  an  average 
annual  rate  of  10.7  percent  from 
1979  to  1981,  reaching  $5.3  billion 
in  1981.  Expenditures  will  reach 
$8  billion  in  1985  and  $12.6  billion 
in    1990.   Private  health  insurance 
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benefits  are  projected  to  increase 
slightly  faster  than  total  outlays  for 
this  sector,  thus  financing  a  higher 
proportion  of  the  expenses. 

•  Nursing  home  care — An  inter- 
play of  demand  and  supply  factors 
accounted  for  an  average  annual 
growth  of  16  percent  in  expenditures 
for  nursing  home  care  between  1965 
and  1979.  Demand  factors  included: 
demographic  shifts  toward  the  aged; 
growth  in  real  income;  expanded 
Medicaid  benefits;  and  the  "trans- 
fer" of  patients  from  mental  hospitals 
to  nursing  homes.  Supply  factors  in- 
cluded: the  increase  in  number  of 
nursing  home  beds  and  increases  in 
prices  paid  for  inputs. 

Growth  of  nursing  home  expendi- 
tures between  1969  and  1979  can  be 
accounted  for  in  terms  of  the  five  fac- 
tors shown  in  Figure  4.  Growth  in 
intensity  (real  expense)  per  day 
crudely  measures  increased  nursing 
services  and  costs  of  meeting  stricter 
regulations  for  patient  safety  and 
health.  Cost-pressures,  as  reflected 
in  price  increases  for  the  inputs  that 
nursing  homes  purchase,  accounted 
for  49.2  percent  of  the  growth  in  ex- 
penditures— 44.5  percent  associated 
with  overall  inflation  in  the  economy 
and  4.7  percent  for  nursing  home 
input  price  increases  in  excess  of 
overall  inflation. 

For  the  short-term,  nursing  home 
care  expenditures  should  rise  from 
$17.8  billion  in  1979  to  $24.5  billion 
in  1980,  an  average  annual  rate  of 
increase  of  17.4  percent.  Higher 
prices  for  inputs  to  produce  nursing 
home  services  and  demographic  fac- 
tors account  for  most  of  the  increases. 
For  the  long  term,  expenditures 
are  projected  to  rise  to  $44.6  billion 
in  1985  and  $81.9  billion  in  1990. 

It  is  assumed  that  the  proportion 
of  nursing  home  care  expenditures 
financed  by  third  parties  will  stabilize 
at  approximately  60  percent  and  that 
the  out-of-pocket  portion  will  be 
financed  by  social  security,  private 
pension  payments,  investment  in- 
come, savings,  assets,  and  contribu- 
tions from  friends  and  relatives. 

•  Other  health  services — A  catch- 
all category  that  captures  residual 


Figure  4. 

Factors  In  Growth  of  Selected  Health  Expenditures 
1969-1979 
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amounts  of  public  program  expendi- 
tures not  classified  elsewhere,  "other 
health  services"  include:  (1)  care 
provided  in  federal  units  other  than 
hospitals;  (2)  school  health  services; 
and  (3)  industrial  in-plant  services. 
Expenditures  for  these  grew  from 
$1.3  billion  in  1965  to  $5.2  billion 
in  1979,  an  average  annual  growth 
rate  of  10.3  percent.  Such  expendi- 
tures are  expected  to  reach  $6.7 
billion  by  1981,  $10.4  billion  in 
1985,  and  $16.4  billion  in  1990. 


•  Prepayment  and  administration 
— These  include:  (1)  prepayment 
costs  (including  operating  expenses) 
of  private  health  insurance  organiza- 
tions, (2)  administrative  expenses  of 
federally  financed  health  programs, 
and  (3)  nonpersonal  health  expendi- 
tures of  private  voluntary  health  or- 
ganizations for  health  education, 
lobbying,  fund  raising,  and  the  like. 

For  private  health  insurance  orga- 
nizations, prepayment  costs  reflect 
the  difference  between  the  premiums 
(subscription  income)  and  benefit 
payments  (claims)  and  represents 
the  net  cost  to  the  consumer,  an 
amount  retained  by  the  organizations 
for  additions  to  reserves,  profits,  and 
operating  expenses.  Operating  ex- 
penses vary  by  the  number  of  en- 
rollees  and  the  incidence  of  claims  per 
enrollee.  Operating  expenses  as  a 
proportion  of  benefit  payments  are 
higher  for  processing  small  claims, 
such  as  those  for  out-of-hospital 
physicians'  services,  dentists'  serv- 
ices, eyeglasses,  and  drugs. 

Prepayment  and  administration 
expenses,  which  rose  from  $1.7  bil- 
lion in  1965  to  $7.7  billion  in  1979, 
are  projected  to  reach  $11.6  billion 
in  1981,  $19  billion  in  1985,  and 
$33  billion  in  1990. 

•  Government  public  health  ac- 
tivities— Expenditures  rose  from 
$0.8  to  $6.0  billion  between  1965 
and  1979,  an  average  annual  rate  of 
growth  of  15.4  percent,  and  the  por- 
tion provided  by  state  and  local  gov- 
ernments rose  from  58  to  78  percent. 
In  the  short  term,  expenses  for  gov- 
ernment public  health  activities  are 
expected  to  rise  to  $8.3  billion  by 
1981,  $15.3  billion  by  1985,  and 
$30.3  billion  by  1990. 

•  Research  —  Expenditures  for 
medical  research  rose  from  $1.4  to 
$4.6  billion  between  1965  and  1979. 
an  average  annual  rate  of  growth  of 
8.6  percent.  But,  in  real  terms,  medi- 
cal research  is  getting  a  smaller  pro- 
portion of  GNP.  Per  capita  expendi- 
tures for  medical  research,  deflated 
by  NIH's  biomedical  research  and 
development  price  index,  increased  at 
an  average  annual  rate  of  1.3  percent 
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from  1965  to  1979,  while  real  per 
capita  GNP  increased  at  an  average 
annual  rate  of  2.3  percent.  Histori- 
cally, movements  in  real  medical  re- 
search expenditures  are  associated 
with  movement  in  real  GNP. 

By  1981,  expenditures  for  medical 
research  are  expected  to  increase  to 
$5.8  billion,  climbing  to  $9.1  billion 
in  1985  and  $14.4  billion  in  1990. 
In  1979,  the  Federal  Government 
financed  nearly  85  percent  of  re- 
search expenditures.  The  federal 
share  is  projected  to  slowly  increase,  ! 
reflecting  historical  trends. 

•  Construction  of  medical  facili- 
ties— Expenditures  for  this  purpose 
rose  from  $2.0  billion  in  1965  to 
$5.3  billion  in  1979,  an  average 
annual  rate  of  growth  of  7.2  percent. 
In  real  terms,  total  construction  ex- 
penditures were  about  the  same  in 
1979  as  in  1965.  Nominal  construe- 
tion  expenditures  are  expected  to  rise 
to  $6.1  billion  in  1981,  $8.6  billion 
by  1985,  and  $12  billion  by  1990. 
Real  growth  in  medical  facilities 
construction  is  expected  to  be  nega- 
tive for  the  period  1979  to  1981. 

Growth  factors:  Care  seen  as  "free" 

What  is  the  reason  for  such  rapid 
growth  in  national  health  expendi- 
tures? The  contributing  factors  are 
numerous  and  interrelated,  often  an 
interplay  between  demand  and  supply 
incentives.  Noteworthy  are  the  role 
of  third-party  payments  in  increasing 
consumer  demand  for  services 
(demand  side)  and  the  fee-for- 
service  and  cost-based  reimbursement 
systems  (supply  side)  that  lack  in- 
centives to  provide  medical  care  in 
the  least  expensive  manner. 

Increases  in  medical  care  prices 
and  expenditures  reflect  both  in- 
creased insurance  coverage  and  the 
level  of  such  coverage.  As  we  ap- 
proach the  point  where  100  percent 
of  the  consumers'  cost  is  paid  by 
third  parties,  providers  and  consum- 
ers of  medical  care  increasingly  treat 
medical  care  as  a  free  service  at  the 
time  of  decision-making.  For  ex- 
ample, the  proportion  of  hospital 
costs  paid  out  of  pocket  has  remained 
at  approximately  9  percent  from 
1968  through  1979,  while  hospital 


expenditures  during  this  period  have 
increased  at  an  average  annual  rate 
of  almost  14  percent. 

Tax  subsidies  for  health  insurance 
(exclusion  of  employer  contributions 
to  employee  health  insurance  plans 
from  taxable  income  and  the  de- 
ductibility of  health  insurance  pre- 
miums) stimulate  growth  in  insurance 
coverage.  The  additional  insurance 
then  encourages  further  use  of  medi- 
cal care. 

Third-party  reimbursement  sys- 
tems themselves  incorporate  incen- 
tives to  increase  costs.  Retrospective, 
cost-based  reimbursement  for  hos- 
pitals and  fee-for-service  reimburse- 
ment for  physicians  reward  with  more 
revenues,  those  providers  who  supply 
larger  quantities  and  more  costly 
services.  Thus  the  incentive  is  to 
adopt  new  diagnostic  and  therapeu- 
tic procedures  and  techniques 
( product-innovative  technologies ) , 
rather  than  to  make  existing  proce- 
dures and  techniques  (process- 
innovative  technologies)  more  effi- 
cient. 

Productivity  too  may  be  a  contrib- 
uting factor.  It  has  been  suggested 
that  productivity  levels  in  the  health 
services  sector  are  lower  than  in  the 
overall  economy;  the  rate  of  increase 
in  productivity  is  slower  than  in  the 
private  sector;  and  significant  in- 
creases can  be  made  in  current  pro- 
ductivity levels.  If  productivity  or 
output  per  manhour  increases  faster 
in  the  non-health  sector  than  in  the 
health  sector,  and  wages  increase  at 
the  same  rate  in  both  sectors,  then 
unit  costs  in  the  health  sector  must 
increase  faster  than  in  the  non-health 
sector. 

Between  1972  and  1979,  wages 
increased  67  percent  in  both  the 
health  services  sector  and  the  total 
private  economy,  while  the  medical 
care  services  component  of  the  CPI 
rose  19  percent  faster  than  the  CPI 
for  items  other  than  medical  care. 
Relatively  high  price  increases  in  the 
health  field,  combined  with  an  inelas- 
tic demand  for  medical  care,  contrib- 
uted to  the  increase  in  expenditures 
for  health  care. 

Cost  relating  to  long-term  care 
have  been  nudged  upward  by  several 


factors  that  shift  responsibilities  for 
such  care  from  family  members  to 
paid  health  professionals.  The  in- 
creasing proportion  of  females  16 
years  of  age  and  over  in  the  labor 
force  (from  39  percent  in  1965  to 
50  percent  in  1978)  means  fewer 
persons  available  for  nonpaying  work: 
in  the  household  and  increased  costs 
of  providing  personal-care  services 
for  relatives  and  friends.  Another 
reason  there  are  fewer  household 
members  to  provide  personal  care  is 
that  social,  economic,  and  demo- 
graphic forces  have  reduced  the  size 
of  the  average  household  from  3.3 
to  2.8  persons  between  1965  and 
1978.  It  also  is  likely  that  increased 
third-party  payments  for  coverage 
of  health  services  have  helped  to  push 
some  long-term  care  out  of  the 
household  and  into  the  health  sector. 

It  has  been  hypothesized  that  the 
patient's  dependence  upon  the  physi- 
cian for  technical  decisions  and  the 
existence  of  third-party  payments 
provide  the  means  for  physicians  to 
raise  fees  and  increase  services.  In- 
creases in  the  number  of  physi- 
cians are  thus  associated  with  in- 
creases in  expenditures  for  their 
services.  Given  that  physicians  are 
estimated  to  influence  approximately 
70  percent  of  all  personal  health 
care  expenditures,  the  number  of 
physicians  are  correlated,  not  only 
with  expenditures  for  physicians' 
services,  but  also  with  expenditures 
for  hospital  care,  other  professional 
services,  drugs,  and  so  forth. 

Between  1965  and  1979,  the  num- 
ber of  active  physicians  increased  at 
an  average  annual  rate  of  3.0  per- 
cent, triple  the  average  annual 
growth  rate  for  the  whole  population 
of  0.9  percent.  For  the  period  1979 
to  1990,  the  number  of  active  physi- 
cians is  expected  to  increase  at  an 
average  annual  rate  of  2.7  percent, 
while  the  general  population  con- 
tinues to  grow  at  0.9  percent.  This 
increase  in  the  number  of  physicians 
is  likely  to  be  associated  with  in- 
creases in  per  capita  and  aggregate 
medical  expenditures,  especially  for 
services  significantly  covered  by 
third-party  payments.  ■ 
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HOSPITALS 
PURCHASE 

or 

EQUIPMENT 
AS  GASH 
ALTER- 


GROWING  DEMAND  FOR 
quality  medical  services  in  the  1980s 
will  place  increasing  pressures  on 
the  health  care  industry's  capital 
financing  capabilities. 

Expenditures  on  U.S.  hospital  care 
alone  are  expected  to  more  than 
double,  from  $80  billion  in  1979  to 
over  $180  billion  by  1985,  triggering 
a  corresponding  increase  in  demand 
for  medical  equipment.  In  the  same 
period,  the  value  of  new  equipment 
shipments  will  jump  from  $2.5  bil- 


lion to  over  $6  billion,  it  is  antici- 
pated. 

The  need  for  x-ray,  electromedical, 
and  electrotherapeutic  equipment 
will  rise  dramatically,  as  will  demand 
for  diagnostic,  radiology,  cardiac,  and 
intensive  care  equipment,  primarily 
as  a  result  of  the  rising  percentage 
of  aged  in  the  population.  But,  while 
the  hospital  industry  faces  significant 
increases  in  capital  equipment,  its 
traditional  sources  of  funding  are 
dwindling. 

Hospital  administrators  and  fi- 
nance officers  seeking  to  acquire 
needed  equipment  in  the  years  ahead 
will  be  challenged  to  augment  their 


NATIVE 
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traditional  capital  sources  with  al- 
ternative financing  methods.  These 
methods  must,  however,  be  flexible 
— to  accommodate  changing  gov- 
ernment regulations,  cost  contain- 
ment legislation,  and  reimbursement 
procedures  of  insurers   and  other 

James  R.  Hogg  is  national  program 
manager  for  medical  equipment  for  Citi- 
corp Industrial  Credit,  Inc.,  of  New  York 
City,  a  subsidiary  of  Citicorp.  He  is 
responsible  for  the  firm's  provision  of 
equipment  finance  services  to  hospitals, 
professional  corporations,  and  other  health 
care  providers.  After  working  with  Ernst 
and  Ernst,  one  of  the  nation's  top  account- 
ing firms  and  serving  as  a  hospital  con- 
troller, he  became  director  of  operations 
for  the  Tulane  Medical  Center  Hospital 
and  Clinic  in  1976.  More  recently,  he  was 
administrator  and  chief  executive  officer 
for  the  University  General  Hospital  of 
Seminole,  Florida. 
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third-party  payers,  and  to  prevent 
further  erosion  of  the  hospitals'  un- 
derlying capital  strength. 

Hospitals  have  been  confronted 
with  these  pressures  since  the  early 
1970s.  It  was  then  that  they  began  to 
use  leasing  and  related  financing 
methods  more  extensively  in  the  ac- 
quisition of  equipment.  Currently, 
U.S.  hospitals  acquire  an  estimated 
$500  million  in  medical  equipment 
annually  through  such  means.  A  lead- 
ing provider  of  medical  equipment 
finance,  Citicorp  Industrial  Credit, 
Inc.  (CIC),  believes  that  this  growth 
trend  will  continue  in  the  coming 
decade,  as  hospitals  formulate  more 
efficient  financing  strategies. 

Funding  sources  shift 

In  the  past,  the  majority  of  hos- 
pital funds  came  from  philanthropy, 
endowment  income,  and  government 
assistance,  with  the  balance  pro- 
vided through  patient  charges.  Since 
the  1960s,  however,  both  govern- 
ment grants  and  philanthropic  en- 
dowments have  declined  dramatically. 
These  sources  collectively  accounted 
for  only  21  percent  of  hospital 
funds  in  1978,  compared  with  42 
percent  in  1968. 

As  the  traditional  sources  of  funds 
declined,  reimbursements  from  Medi- 
care and  Medicaid,  Blue  Cross,  and 
other  third-party  payers  came  to  play 
an  increasingly  significant  role  in 
maintaining  the  flow  of  capital  funds 
to  hospitals.  Together  with  private 
health  insurance  companies  and 
philanthropies,  these  now  pay  for  90 
percent  of  all  hospital  care. 

Federal  Medicare  and  Medicaid 
programs  cover  about  40  percent  of 
hospital  care  expenses,  recent  figures 
indicate.  Private  insurers  such  as 
Blue  Cross/Blue  Shield  pay  35  per- 
cent, and  state  Medicaid  and  local 
programs  almost  14  percent.  Direct 
patient  payments  account  for  almost 
10  percent  of  hospital  care  revenues, 
and  the  remaining  one  percent  is 
divided  between  funds  from  private 
philanthropic  organizations  and 
health  care  provided  to  industrial 
employees  through  in-plant  services. 
Hospital  administrators  and  boards 
must  then  consider  the  best  ways  to 
utilize  these  funds. 


How  do  hospitals  approach  the 
financing  of  equipment?  Once  an  in- 
stitution's capital  equipment  com- 
mittee determines  that  the  need  for 
certain  equipment  has  been  demon- 
strated, the  finance  committee  seeks 
ways  to  fund  its  acquisition.  A  fed- 
eral requirement  under  the  Social 
Security  Amendments  of  1972  (Pub- 
lic Law  92-603)  that  every  hospital 
create  a  three-year  capital  expendi- 
ture plan  has  injected  more  sophisti- 
cation into  the  decisionmaking  proc- 
ess. Furthermore,  hospitals'  growing 
reliance  on  third-party  payers  has 
had  a  significant  impact  on  financial 
decisions.  The  influence  of  reim- 
bursement considerations  depends,  of 
course,  on  state  regulations,  the  hos- 
pital's charter,  and  the  hospital's  pa- 
tient mix.  Generally,  hospitals  must 
balance  equipment  needs  and  financ- 
ing decisions  against  allowable  costs 
and  reimbursement  schedules  of 
third-party  payers,  as  well  as  against 
such  considerations  as  the  institu- 
tion's financial  position  and  cash 
flow,  depreciation  schedules,  and  the 
impact  of  technology  on  equipment 
obsolesence. 

Inflation  is  another  important  con- 
sideration. Most  hospitals  are  reim- 
bursed only  for  the  current  cash  costs 
of  patient  care  and  the  noncash  ex- 
pense of  depreciation.  The  deprecia- 
tion expense  is  calculated  so  that  the 
cost  of  an  asset  can  be  recovered 
through  cash  reimbursements  over 
the  asset's  estimated  useful  life.  But 
because  of  inflation  and  continual 
advances  in  technology,  the  fund 
being  created  during  the  time  of  the 
equipment's  depreciable  life  is  un- 
likely to  cover  the  cost  of  more  so- 
phisticated and  expensive  equipment 
at  the  time  of  the  equipment's  re- 
placement. 

For  example,  assume  that  a  hos- 
pital acquires  a  piece  of  equipment 
costing  $100,000  that  has  an  esti- 
mated useful  life  of  10  years,  and 
that  inflation  averages  10  percent 
over  the  period.  If  the  hospital  pays 
cash,  the  outlay  is  in  a  lump  sum, 
but  reimbursement  from  deprecia- 
tion will  be  spread  over  10  years.  By 
the  end  of  that  period,  the  $100,000 
the  hospital  accumulated  will  have  a 


buying  power  of  only  $38,555  in 
current  dollar  terms. 

Because  of  this,  many  hospitals 
seek  alternatives  to  the  cash  pur- 
chase of  medical  equipment.  More- 
over, based  on  the  critical  need  to 
control  capital  expenditures  and  keep 
budgets  within  prescribed  limits, 
many  institutions  are  seeking  ex- 
tended payment  terms  for  purchased 
equipment.  These  and  other  trends 
have  been  influential  in  increasing  the 
reliance  on  various  forms  of  debt 
financing  within  the  health-care  in- 
dustry. 

Financing  methods  vary,  study  finds 

To  learn  how  hospitals  choose 
financing  methods  for  capital  expendi- 
tures of  over  $100,000,  determine 
how  frequently  debt  financing  is 
used,  and  identify  preferred  forms  of 
financing,  CIC  commissioned  a  study 
of  a  sample  of  community  hospitals, 
the  largest  segment  of  U.S.  hospitals. 
Institutions  surveyed  were  selected 
from  the  American  Hospital  Associa- 
tion's Guide  to  the  Health  Care  Field 
and  included  investor-owned  hospi- 
tals, non-government  not-for-profit 
hospitals,  and  state  and  local  govern- 
ment-managed hospitals,  ranging  in 
capacity  from  100  to  over  500  beds. 
In  late  1979,  300  interviews  were 
conducted  with  financial  decision- 
makers in  46  states. 

Since  third-party  reimbursement 
procedures  and  certificate-of-need 
(CON)  requirements  vary  consider- 
ably from  state  to  state,  hospitals 
responding  were  divided  into  three 
groups: 

•  Strictly  regulated — Generally  in 
states  with  an  operational  CON  proc- 
ess, rigid  procedures  for  approval  of 
equipment  purchases,  and  perhaps 
strict  reimbursement  regulations,  all 
of  which  make  it  more  difficult  for  the 
institution  to  generate  reserve  funds. 

•  Moderately  regulated — One  not 
highly  affected  by  restrictive  hospital 
regulations  and  often  able  to  generate 
sufficient  cash  to  purchase  assets. 

•  Nonregulated — Tending  to  be 
found  in  states  Where  the  CON  proc- 
ess is  not  yet  federally  approved.  The 
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hospital  may  be  smaller,  rural,  not 
faced  with  a  competitive  market, 
and  often  unable  to  develop  adequate 
capital  to  purchase  equipment. 

Survey  findings  on  how  these  fac- 
tors affected  choices  of  financing 
are  highlighted  below: 

•  Cash  purchases.  Almost  25  per- 
cent of  the  hospitals  surveyed  use 
cash  to  buy  equipment  less  frequently 
now  than  five  years  ago,  signifying 
an  important  trend  away  from  cash. 
There  is  no  direct  relationship  be- 
tween this  use  of  cash  and  the  degree 
of  regulation.  Moderately  regulated 
hospitals,  which  generally  had  the 
strongest  financial  positions,  were 
most  likely  to  use  cash,  and  80  per- 
cent of  these  hospitals  cited  retained 
earnings  as  their  primary  cash  source. 

Strictly  regulated  hospitals  that  are 
unable  to  generate  sufficient  levels  of 
retained  earnings  to  regularly  fund 
major  equipment  acquisitions  with 
cash  are  most  likely  to  use  short- 
term  borrowing.  Hospitals  in  the 
least  regulated  states  are  least  likely 
to  use  cash,  as  a  result  of  their  small 
capital  base  and  limited  cash  flow 
linked  to  capacity.  The  incidence  of 
cash  use  increases  with  the  size  of  a 
hospital.  Those  in  the  100-  to  199- 
bed  range  are  least  likely  to  use  cash, 
while  80  percent  of  the  hospitals 
with  300  beds  or  more  make  cash 
payments  regularly. 

Reasons  administrators  gave  for 
using  cash  most  often  focus  on  the 
type  of  equipment,  rather  than  finan- 
cial considerations.  Cash  is  generally 
favored  for  long-fife  equipment  not 
in  danger  of  early  obsolesence.  Addi- 
tionally, one  in  five  respondents  said 
they  limit  cash  purchases  to  equip- 
ment costing  less  than  $100,000. 

•  Lease-purchase.  A  lease  with  an 
option  to  buy,  or  a  capital  lease, 
this  arrangement  is  chosen  as  the 
most  viable  alternative  to  cash. 
Lease-purchase  is  used  at  least  oc- 
casionally by  more  than  85  percent 
of  the  hospitals  surveyed  and  regu- 
larly by  almost  40  percent.  Twenty 
percent  of  the  respondents  report 
they  are  using  lease  purchase  more 
frequently  now  than  they  did  five 
years  ago. 


Probably  because  of  an  eroded 
capital  base,  hospitals  in  the  least  and 
most  regulated  groups  are  more  likely 
to  use  a  lease-purchase  than  those  in 
the  moderately  regulated  group.  Of 
the  state  and  local  government  hos- 
pitals, 43  percent  report  use  of  lease- 
purchases,  which  is  believed  to  be  a 
reflection  of  the  poorer  financial 
situations  of  hospitals  that  carry  a 
larger  number  of  non-paying  patients. 

Administrators  of  highly  regulated 
hospitals  and  of  state  and  local  hos- 
pitals are  most  sensitive  to  the  finan- 
cial benefits  of  lease-purchases.  Their 
reasons  for  using  them  usually  re- 
flect their  institutions'  shortage  of 
cash,  favorable  reimbursement  under 
such  arrangements,  and  positive  im- 
pact on  cash  flow.  The  convenience 
of  paying  over  time  and  preserving 
capital  were  often  mentioned  as 
benefits,  as  was  the  reimbursement 
benefit  of  recovering  depreciation 
and  interest. 

Those  respondents  who  related  the 
type  of  equipment  to  the  choice  of 
lease-purchase  usually  cited  specific 
types  of  equipment:  CT  scanners  and 
radiology  equipment  were  mentioned 
most  often,  and  office  equipment  and 
computers  to  a  lesser  degree.  The 
generally  higher  cost  of  this  equip- 
ment may  necessitate  its  financing 
and  magnify  the  benefits  associated 
with  lease-financing. 

•  Operating  leases.  Operating 
leases  or  rentals  are  used  regularly 
by  27  percent  of  the  survey  group, 
most  often  by  large  hospitals  (300  or 
more  beds)  and  teaching  hospitals. 
However,  administrators  of  smaller 
hospitals  (100  to  199  beds)  reported 
the  largest  increase  in  the  use  of 
rentals  over  the  past  five  years.  Small 
hospitals  are  finding  that  an  operating 
lease  puts  much  less  strain  on  cash 
flow;  more  often  than  any  other  group 
these  hospitals  cited  as  a  benefit  the 
ability  to  recover  the  rental  expense 
immediately  through  reimbursement. 

Generally,  operating  leases  are  fav- 
ored for  equipment  at  risk  of  becom- 
ing technologically  obsolete  or  to 
be  used  temporarily  or  on  a  trial 
basis.  Office  equipment  and  com- 
puters were  most  frequently  men- 


tioned types  of  equipment  acquired 
under  operating  leases. 

•  Equipment  mortgage.  Equip- 
ment or  chattel  mortgages  were  used 
at  some  time  by  12  percent  of  the 
group,  and  nearly  20  percent  of  the 
least  regulated  hospitals  use  them 
regularly.  Almost  half  of  the  survey 
group  was  unfamiliar  with  this  type 
of  financing,  but  the  others  selected 
it  for  reasons  relating  to  the  equip- 
ment (that  least  likely  to  become 
obsolete)  rather  than  for  financial 
reasons. 

Analyzing  financing  alternatives 

Hospital  administrators  recognize 
that  independent  financial  sources 
can  provide  unique  advantages,  the 
survey  findings  demonstrate.  When 
asked  whether  they  needed  additional 
services  for  equipment  acquisition, 
the  service  that  respondents  re- 
quested most  frequently  was  help  in 
evaluating  financing  alternatives. 
Here  are  some  considerations: 

With  equipment  or  chattel  mort- 
gage, an  industrial  credit  organiza- 
tion takes  a  security  interest  or  lien 
on  equipment  for  which  the  hospital 
or  other  borrower  assumes  title  and 
makes  payments  over  a  period  of 
time  that  approximates  the  estimated 
life  of  the  equipment.  At  the  end  of 
the  term,  the  lien  is  removed. 

Chattel  mortgages  and  most  other 
forms  of  secured  borrowing  carry 
finance  terms  (usually  5  to  10  years) 
that  are  more  favorable  than  unse- 
cured loan  terms  (3-5  years).  Fur- 
ther, because  the  lender  has  a  secured 
interest  in  the  equipment,  the  financ- 
ing can  be  structured  with  little  or 
no  down  payment.  If  the  mortgage 
terms  match  the  depreciation  sched- 
ule or  the  equipment's  useful  life, 
the  hospital's  reimbursement  will 
equal  the  combined  interest  and 
principal  payment.  As  these  payments 
are  budgeted  against  current  income, 
the  hospital  can  conserve  working 
capital  and  free  up  money  on  a  cur- 
rent basis. 

However,  a  chattel  mortgage 
passes  both  risks  and  benefits  of  own- 
ership on  to  the  hospital,  so  it  does 
not  protect  against  technological  ob- 
solesence. Hence,  it  is  best  used  for 
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equipment  that  the  hospital  feels  is 
least  likely  to  become  obsolete. 

A  capital  lease  or  lease-purchase 
arrangement  transfers  the  benefits 
and  risks  of  equipment  ownership  to 
the  institution  using  the  equipment. 
Payments  are  split  between  a  reduc- 
tion in  the  asset's  value  and  interest 
charges. 

Capital  leases  are  defined  different- 
ly for  purposes  of  accounting  and 
Medicare  reimbursement.  Since  the 
inflow  of  cash  from  third-party  pay- 
ers depends  upon  whether  a  lease  is 
considered  a  virtual  purchase,  this 
discussion  focuses  on  Medicare  cri- 
teria. 

To  fit  these  guidelines,  lease  pay- 
ments must  develop  equity  for  the 
hospital  and  must  exceed  charges  of 
comparable  facilities  or  equipment  in 
the  area.  The  term  of  the  lease  is 
generally  less  than  the  useful  life  of 
the  equipment,  and  the  hospital  must 
have  either  the  option  to  renew  the 
agreement  at  a  significantly  reduced 
rental  or  to  purchase  the  equipment 
at  less  than  fair  market  value  at  lease 
end. 

Under  these  guidelines,  Medicare 
reimburses  for  a  lease-purchase  those 
costs  (straight-line  depreciation,  in- 
surance, and  interest)  that  would  be 
incurred  if  the  health  institution  held 
legal  title  to  the  asset.  Accelerated 
depreciation  is  not  reimbursed  under 
any  circumstances.  If  the  lease  pay- 
ments exceed  Medicare's  allowable 
expenses,  the  excess  is  considered  a 
deferred  charge.  If  the  equipment  is 
eventually  purchased,  that  deferred 
charge  can  be  recovered  through  de- 
preciation and  reimbursement  over 
the  equipment's  useful  life.  If  equip- 
ment is  not  purchased,  the  deferred 
charge  may  be  considered  an  expense 
in  the  year  the  equipment  is  returned. 

Lease-purchase  conserves  capital 

There  are  a  number  of  advantages 
to  a  lease-purchase.  These  include: 

•  Availability  of  100  percent  fi- 
nancing, requiring  little  or  no  down 
payment,  which  conserves  a  hospital's 
capital  for  additional  needs. 

•  Extended-term  financing.  Be- 
cause the  hospital  assumes  the  bene- 
fits and  risks  of  ownership,  terms  can 


be  extended  to  match  the  equip- 
ment's useful  life.  This  means  that 
each  lease  payment  is  smaller  and 
can  more  closely  match  the  allowable 
reimbursement  expense  for  deprecia- 
tion, improving  cash  flow  and  helping 
to  contain  costs  and  keep  budgets 
within  prescribed  limits. 

•  Flexible  arrangements.  Financ- 
ing can  often  be  structured  with  a 
balloon  payment  (a  large  payment  at 
lease  end)  that  will  more  evenly 
match  cash  inflows  and  outflows 
throughout  most  of  the  lease.  Addi- 
tionally, this  financing  can  be  at 
fixed  or  floating  rates.  This  enables  a 
hospital  to  lock  into  a  constant  pay- 
ment, if  interest  rates  are  fore- 
cast to  rise,  or  to  vary  rates  with 
fluctuations  in  the  prime  rate,  if  in- 
terest rates  are  expected  to  show 
an  average  decline  over  the  term  of 
the  lease. 

A  hospital  that  wants  to  acquire 
a  range  of  additional  equipment  over 
a  specified  period  of  time  may  choose 
a  master  lease.  Under  this  arrange- 
ment, the  hospital  is  assigned  a  line 
of  credit  with  which  a  given  amount 
of  specified  equipment  can  be  fi- 
nanced at  a  predetermined  rate.  This 
allows  the  hospital  to  project  future 
needs  and  be  assured  that  financing 
will  be  available  to  meet  them. 

Renting  instead  of  buying 

Under  an  operating  lease  or  rental, 
a  hospital  acquires  the  use  of  neces- 
sary equipment,  but  does  not  assume 
an  equity  interest  in  it.  Terms  are 
generally  from  three  to  five  years,  and 
renewal  is  at  the  then-current  market 
value. 

Such  financing  can  be  structured 
to  meet  either  accounting  or  Medi- 
care reimbursement  purposes  or  both. 
Using  either  guidelines,  the  benefits 
of  a  lease  that  is  not  a  virtual  pur- 
chase include: 

•  Flexibility  in  turning  back 
equipment  to  the  leasor.  This  offers 
protection  against  technological  ob- 
solesence,  and  allows  teaching  hos- 
pitals to  acquire  needed  equipment 
on  a  trial  or  temporary  basis. 

•  Capital  conservation.  No  down 
payment  is  required. 


•  Improved  cash  flow.  If  Medi- 
care requirements  are  met,  reimburse- 
ment can  accelerate  the  hospital's 
cash  flow.  The  entire  rental  expense 
will  be  reimbursed  as  an  operating 
expense  when  the  rental  becomes  pay- 
able, as  opposed  to  recovering 
straight-line  depreciation  and  interest, 
which  can  result  in  deferred  reim- 
bursement. 

•  Off-balance  sheet  financing. 
Because  rented  equipment  is  treat- 
ed as  an  operating  expense  and  is  not 
capitalized  (treated  as  both  an  asset 
and  a  liability)  on  a  hospital's  balance 
sheet,  it  does  not  affect  financial  ra- 
tios which  can  be  important  when 
seeking  lines  of  credit  or  when  float- 
ing a  bond  issue. 

What  does  it  cost? 

In  the  final  analysis,  hospitals  that 
are  ready  to  acquire  equipment  gen- 
erally choose  the  least  costly  plan. 
On  the  surface,  outright  cash  pur- 
chase seems  to  be  the  least  expensive 
method,  since  there  are  no  interest 
charges  and  certain  tax  advantages. 
However,  when  a  hospital  uses  its 
cash  to  buy  equipment,  it  no  longer 
has  those  funds  available  for  other 
needs  or  investment  opportunities.  It 
has,  in  fact,  invested  in  the  equip- 
ment, for  better  or  for  worse. 

Term  loans  cost  about  the  same 
as  leasing  over  a  period  of  years.  But 
as  noted,  leasing  generally  provides 
longer,  more  flexible  terms  and  fixed 
rates.  Although  term  loans  do  not 
involve  large  immediate  cash  outlays, 
compensating  bank  balances  usually 
are  requested,  which  add  to  the  over- 
all financing  cost.  And  those  credit 
fines  and  compensating  balances  are 
then  not  available  for  other  purposes. 

To  compete  successfully  in  today's 
marketplace,  hospitals  must  opti- 
mize their  use  of  financing.  Equip- 
ment finance  can  be  the  least  costly 
way  to  obtain  equipment  efficiently, 
providing  both  speed  and  the  ap- 
propriate financial  structuring.  Equip- 
ment finance  can  help  hospitals 
meet  their  medical  equipment  needs 
in  the  years  to  come,  help  preserve 
their  financial  strength,  and  ultimately 
enhance  the  quality  of  health  care 
they  deliver.  ■ 


HCFA  FORUM  AUGUST  1981 


14 


AUGUST  1981/HCFA  FORUM 


Thoroughly  Modern  Midwives 

Offer  Choice  of  Care  and  Cost 


by  Ann  Slayton 


Until  the  last  decades  of  the  nine- 
teenth century,  most  babies 
were  delivered  at  home  by  midwives, 
with  other  female  members  of  the 
family  in  attendance.  As  cities  and 
towns  grew,  hospitals  became  more 
numerous  and  accessible,  and  the 
medical  profession  became  estab- 
lished, childbirth  and  maternity  care 
were  consigned  to  physicians — in- 
creasingly to  obstetrician-gynecolo- 
gists. But  the  tradition  of  midwifery 
remained  strong  and  survived,  and 
it  has  undergone  a  resurgence  in  the 
last  decade. 

Today,  highly  trained  nurse-mid- 
wives  play  an  important  role  in  the 
lives  of  women  who  live  in  poor, 
sometimes  isolated  parts  of  the  na- 
tion that  lack  access  to  the  more  so- 
phisticated and  technological  health 
care  services  to  which  people  in  most 
U.S.  cities  and  towns  are  accustomed. 
Nonetheless,  most  modern  nurse- 
midwives  practice  in  towns  and  cities 
and  their  services  are  sought  by 
middle-income  as  well  as  poor  wom- 
en. Dissatisfied  with  some  aspects  of 
traditional  obstetrical  care,  many 
women  have  turned  to  the  formally 
trained  nurse-midwife  for  maternity 
care. 

Responding  to  this  demand,  edu- 
cational programs  have  increased 
dramatically,  and  the  number  of  cer- 
tified nurse-midwives  has  risen  sharp- 
ly: Of  the  2,200  nurse-midwives  in 
the  nation,  according  to  the  Amer- 
ican College  of  Nurse-Midwives, 
1,600  have  received  certification 
since  1970.  (The  information  in  this 
article  pertains  to  certified  nurse- 
midwives.) 

Now,  with  cost  controls  and 
consumer  choice  the  watchwords  in 
health  care,  nurse-midwifery  is  re- 
ceiving new  attention  at  both  state 
and  federal  levels  of  government. 


Recognition  is  growing  that  nurse- 
midwifery  offers  an  alternative  way 
to  provide  quality  maternity  care  at 
generally  lower  cost  than  the  usual 
physician/technology  oriented  serv- 
ices. Although  nurse-midwives  de- 
livered only  about  one-percent  of 
all  babies  born  in  the  U.S.  in  1977, 
their  potential  for  an  increased  con- 
tribution to  the  health  care  system  of 
the  80s  is  considerable. 

Is  cost  effectiveness  enough? 

Cost  effectiveness  and  safety  of 
nurse-midwife  services  were  empha- 
sized in  testimony  this  spring,  before 
the  Senate  Finance  Committee,  by 
Sally  Tom  of  the  American  College 
of  Nurse-Midwives  (ACNM).  She 
offered  some  cost  comparisons  be- 
tween maternity  care  at  New  York 
City's  Childbearing  Center  *  (a  free- 
standing facility  that  utilizes  nurse- 
midwives)  and  care  at  a  hospital  pro- 
viding inpatient  services  for  delivery: 

•  Care  at  the  centers  costs  37.6 
percent  of  in-hospital  care,  barring 
complications,  according  to  a  1976- 
77  audit  by  Blue  Cross/Blue  Shield 
of  Greater  New  York. 

•  As  utilization  at  the  center  in- 
creased between  1976  and  1978,  the 
cost  of  full  maternity  care  decreased, 
from  $2,016  to  $1,046.  The  center 
currendy  charges  $1,000  for  pre- 
natal care,  delivery  by  a  nurse- 
midwife  at  the  center,  and  postpar- 

Ann  Slayton  is  a  writer-editor  in  HCFA's 
Office  of  Public  Affairs.  Nurse-midwives 
assisted  at  the  births  of  her  two  children. 

•  A  descriptive  report  on  the  center, 
"An  Alternative  Cost  Environment  for 
Birth,"  by  Ruth  Watson  Lubic,  M.A., 
C.N.M.,  is  available  from  the  Maternity 
Center  Association,  48  E.  92nd  St.,  New 
York,  N.Y.  10028.  Lubic,  general  director 
of  the  Association,  presented  the  report  at 
the  University  of  California  at  San  Fran- 
cisco, May  2,  1981. 
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turn  care.  This  compares  favorably 
to  the  $3,000  (recently  as  high  as 
$5,000)  for  hospital  and  obstetric 
fees  that  private  care  in  New  York 
City  can  cost. 

•  The  center  receives  from  Medic- 
aid a  total  of  $885  per  patient,  al- 
though it  is  appealing  this  as  being 
too  low.  In  contrast,  Medicaid  cur- 
rently pays  from  $1,649  to  $2,230 
for  usual  maternity  care  in  New 
York  that  includes  a  three-day  hos- 
pital stay. 

Such  cost  savings  are  possible  be- 
cause nurse-midwives  use  few  if  any 
medicines,  rarely  use  expensive 
equipment,  and  often  perform  their 
services  in  non-hospital  settings. 
Although  fees  constitute  only  one 
factor  in  costs,  it  is  noteworthy  that 
the  average  salary  of  a  nurse-midwife 
in  clinical  practice  in  1979  was  less 
than  $20,000  per  year;  the  median 
income  of  an  obstetrician-gynecolo- 
gist was  almost  $90,000. 

Despite  the  acknowledged  cost- 
effectiveness  of  their  services,  the  pro- 
fessionalism of  their  training  and 
practice,  and  the  growing  popularity 
of  nurse-midwifery  care  among 
middle-income  families,  nurse-mid- 
wives face  problems.  They  are  still 
struggling  to  achieve  full  acceptance 
by  physicians  and  hospitals,  more 
equitable  forms  of  reimbursement, 
and  the  right  to  practice  in  the  pri- 
vate sector  with  physician  collabora- 
tion under  state  laws.  This  article 
discusses  some  of  these  issues. 

Care  centers  on  family 

Today's  certified  nurse-midwife 
(CNM)  is  a  registered  nurse,  special- 
ly educated  in  a  recognized  program 
of  midwifery,  and  certified  according 
to  ACNM  requirements.  Using  a  tra- 
ditional approach  of  supportive,  non- 
interventionist  care,  the  nurse-mid- 
wife independently  manages  the  care 
of  normal  mothers  and  babies 
throughout  the  maternity  cycle.  This 
occurs  within  a  medical  support  sys- 
tem that  provides  medical  consulta- 
tion and  collaborative  management 
with  physicians  and  hospitals  when 
necessary.  Nurse-midwives  are 
guided  in  their  professional  practice 
by  the  ACNM's  Functions,  Stand- 


ards, and  Qualifications  for  Nurse- 
Midwifery  Practice.  Most  certified 
nurse-midwives  practice  in  hospitals 
and  clinics;  some  work  out  of  birth 
centers;  and  a  few  offer  home  serv- 
ices. 

Emphasizing  a  family-centered 
approach  to  maternity  care,  the 
nurse-midwife  generally  provides  a 
full  program  of  prenatal  care,  educa- 
tion, counseling,  attendance  at  labor 
and  delivery,  and  post-partum  care. 
Surveying  623  of  its  members  in 
clinical  practice  between  1976-77, 
the  ACNM  found  that: 

•  85  percent  manage  the  labor, 


delivery,  and  postpartum  care  of  nor- 
mal pregnancies; 

•  89  percent  provide,  with  a 
physician's  supervision,  prenatal 
care  for  mothers  with  complications; 

•  78  percent  provide  routine 
gynecological  care  for  nonpregnant 
women; 

•  70  percent  provide  sex  coun- 
seling and  other  educational  services; 

•  60  percent  teach  classes  in 
such  areas  as  childbirth  preparation, 
breast  feeding,  and  family  planning. 

Generally  speaking,  the  more  in- 
vasive and  risky  a  particular  proce- 


Nurse- Midwifery — Then  and  Now 


Mountainous,  poverty-stricken 
eastern  Kentucky  was  the  site  of 
the  first  U.S.  nurse-midwife  pro- 
gram 60  years  ago;  but  the  second 
such  program,  the  Lobenstine 
Midwifery  Clinic,  was  established 
in  1931  for  low-income,  inner- 
city  residents  of  upper  Manhattan. 
Midwifery  as  a  profession  grew 
slowly;  by  1963,  there  were  only 
265  nurse-midwives  in  the  country. 
But  today  there  are  over  2,200, 
according  to  the  American  College 
of  Nurse-Midwives  (ACNM), 
which  represents  85  percent  of 
certified  nurse-midwives.  Of  these, 
1,600  have  graduated  from  nurse- 
midwifery  training  programs  since 
1970.  About  220  nurse-midwives 
are  graduating  annually  from  25 
nurse-midwifery  education  pro- 
grams (most  university  based  or 
affiliated)  that  ofier  a  master's 
degree  or  a  certificate.  With  vary- 
ing degrees  of  restrictiveness,  the 
practice  of  nurse-midwifery  is 
legal  in  every  state. 

An  ACNM  survey  conducted 
in  1976-77  found  that  nurse- 
midwives  were  employed  pre- 
dominantly by  hospitals  (45.6 
percent  of  those  in  clinical  prac- 
tice) -and  public  health  depart- 
ments (13.8  percent),  delivering 
maternity  care  to  mothers  who 
could  not  afford  care  from  private 
physicians.  Others  practiced  in 
association  with  clinics  and  birth- 


ing centers.  A  small  number  did 
home  deliveries.  Only  12.9  per- 
cent of  nurse-midwives  were  em- 
ployed by  physicians  in  private 
practice,  and  10  percent  either 
were  employed  by  midwife- 
managed  maternity  care  services 
or  were  in  private  practice, 
ACNM  found.  Other  practice  sites 
included  the  armed  forces,  univer- 
sity health  services,  and  pre-paid 
health  plans. 

Four  eastern  states — New  York, 
New  Jersey,  Pennsylvania,  and 
Connecticut — accounted  for  28 
percent  of  practicing  nurse-mid- 
wives, while  six  southeastern 
states — Alabama,  Florida,  Geor- 
gia, Mississippi,  North  Carolina, 
and  South  Carolina — were  the 
practice  sites  of  another  18  per- 
cent. Although  midwives  tradi- 
tionally have  provided  care  to 
women  in  geographically  isolated 
and  medically  underserved  areas, 
the  survey  shows  that  only  10 
percent  of  ACNM  member-mid- 
wives  practice  in  communities  of 
less  than  10,000  people.  Forty- 
one  percent  practice  in  communi- 
ties of  500,000  or  more,  where 
medical  backup  is  most  likely  to 
be  available.  Because  of  physician 
and  hospital  shortages,  midwives 
in  smaller  communities  assume 
greater  responsibility  for  compli- 
cated deliveries. 
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dure  might  be  during  labor  and  de- 
livery, the  less  likely  a  nurse-midwife 
is  to  perform  it.  Nurse-midwives 
do  not  use  forceps  and  seldom  use 
drugs,  and  though  nearly  all  sur- 
veyed reported  they  perform  and  re- 
pair episiotomies  (incisions  per- 
formed to  prevent  vaginal  injury), 
fewer  repair  serious  lacerations.  Still 
fewer  assume  responsibility  for  mul- 
tiple births  or  breech  deliveries. 

Since  the  rise  of  modern  obstet- 
rics, the  practice  of  midwifery  has 
taken  what  it  needs  from  that  spe- 
cialty to  form  a  firm  scientific  base 
for  its  concepts  of  supportive,  non- 
interventionist  maternity  care.  Over 
the  past  15  years,  it  has  joined  several 
other  health  movements  which,  in 
an  era  of  high  technology  childbirth, 
emphasize  a  more  natural  approach. 
Groups  have  proliferated  that  edu- 
cate and  train  expectant  women  and 
their  partners  in  prenatal  care,  nutri- 
tion, child-birth  preparation,  en- 
hancement and  management  of  labor, 
breastfeeding,  and  preparation  for 
parenthood.  Intelligent  participation 
of  the  pregnant  woman  and  her 
family  in  the  maternity  experience 
and  decreased  reliance  on  drugs  and 
obstetrical  technology  during  normal 
labor  and  delivery  have  become  ac- 
cepted principles,  which  nurse-mid- 
wifery encompasses. 

Not  only  have  these  popular 
movements  spurred  significant 
changes  within  obstetrical-gynecolog- 
ical practice,  they  have  helped 
spawn  a  new  interest  in  nurse-mid- 
wifery among  public  health  officials 
and  leaders,  who  have  also  heeded 
studies  documenting  the  effectiveness 
of  nurse-midwifery  in  reducing  infant 
mortality  and  morbidity  and  its  po- 
tential effectiveness. 

Thus,  increasingly,  choice  is  a  fac- 
tor in  the  utilization  of  nurse-mid- 
wifery services.  No  longer  is  it 
primarily  low-income  women  who 
must  use  the  services  of  a  nurse- 
midwife  for  childbirth  or  face  the 
alternative  of  no  medical  attention 
at  all.  Now,  in  addition,  many  in- 
formed women  who  can  choose  from 
a  whole  array  of  physician  and  hos- 
pital services  elect  to  turn  to  a  nurse- 


midwife.  Both  groups  of  women  are 
j  receiving  high  quality,  satisfying 
I  maternity  care  from  the  expanding 

profession  of  nurse-midwives. 

Public  policy  supports  midwifery 

Public  health  agencies  at  local, 
state,  and  federal  levels  have  long 
j  enlisted  nurse-midwives  in  the  fight 
!  to  lower  infant  mortality  rates.  In 
addition  to  their  traditional  employ- 
ment in  public  hospitals  and  in  pub- 
lic health  departments,   nurse-mid-  ; 
I  wives  have  been  utilized  in  U.S.  j 
Public  Health  Service-funded  ma-  j 
ternal  and  child  health  projects.  The 
PHS  Office  of  Maternal  and  Child 
Health  supports  five  nurse-midwife 
education  programs  across  the  na- 
tion. 

Through  the  National  Health 
Service  Corps,  nurse-midwives  are 
providing  care  in  "improved  preg-  J 
nancy  outcome"  projects  in  13  states. 
The  NHSC  currently  employs  30 
nurse-midwives  and  supports  33  stu- 
dents in  master's  degree  programs. 
Where  they  are  employed  in  under- 
served  areas,  NHSC  nurse-midwives 
give  maternity  care  to  women  in 
community  health  centers,  free-stand- 
ing NHSC  sites,  and  migrant  health 
centers.  In  addition,  nurse-midwives 
serve  Native  Americans  through  the 
Indian  Health  Service. 

Since  1976,  federal  support  to 
nurse-midwifery  education  programs 
has  exceeded  $8  million.  (The  cost 
of  educating  one  nurse-midwife 
ranges  between  $13  and  $16  thou- 
sand.) 

A  1979  report  by  the  General 
Accounting  Office,  Better  Manage- 
ment and  More  Resources  Needed  to 
Strengthen  Federal  Efforts  to  Improve 
Pregnancy  Outcome,  recommended 
that  the  Department  of  Health  and 
Human  Services  (DHHS): 

".  .  .  encourage  a  greater  use  of 
nurse-midwife/obstetrical  teams, 
help  eliminate  barriers  which  pre- 
clude nurse-midwives  from  practic- 
ing in  hospitals,  and  provide  addi- 
tional training  funds  for  nurse- 
midwives,  by  giving  such  training 
higher  priority  for  use  of  existing 
funds,  and /or  seeking  additional 
funds  from  Congress." 


Where  nurse-midwife  services 
were  available,  GAO  noted  signifi- 
cant improvements  in  the  health  of 
infants  born  to  low-income  women, 
who  often  run  a  higher  risk  of  birth 
complications,  lack  adequate  pre- 
natal care,  and  have  a  lower  health 
status.  In  addition  to  the  problem  of 
physician  shortages  in  many  poverty 
areas,  GAO  noted  three  factors  that 
intensify  inadequate  maternity  care 
for  poor  women: 

•  Many  general  practitioners  do 
not  provide  obstetrical  care; 

•  Many  obstetricians  are  switch- 
ing to  gynecological  care,  because  of 
the  decreasing  numbers  of  pregnant 
women  and  because  of  the  high  cost 
of  malpractice  insurance;  and 

•  Nurse-midwives  are  in  short 
supply  or  are  restricted  or  discour- 
aged from  practicing  in  many  areas. 

The  Department  of  Health  and 
Human  Services,  agreeing  with  the 
recommendations  of  the  GAO  report, 
has  convened  a  working  group  to  de- 
velop a  plan  for  promoting  greater 
use  of  nurse-midwives  in  Depart- 
ment-supported projects. 

How  are  nurse-midwives  paid? 

Traditionally,  nurse  -  midwives 
have  been  employed  by  physicians, 
hospitals,  and  public  health  depart- 
ments and  paid  a  salary  for  their 
services.  But  as  more  nurse-mid- 
wives establish  private  maternity 
care  practices  or  go  into  copractice 
with  physicians,  control  over  prices 
charged  (and  direct  reimbursement) 
for  their  services  becomes  a  critical 
issue. 

The  most  extensive  direct  reim- 
bursement arrangement  for  nurse- 
midwifery  services  is  under  the  Civil- 
ian Health  and  Medical  Program  of 
the  Uniformed  Services 
(CHAMPUS),  which  covers  military 
families.  A  study  is  now  being  made 
of  the  year-old  arrangement  to  learn 
the  impact  of  nurse-midwifery  reim- 
bursement on  CHAMPUS'  maternity 
care  costs. 

Under  Medicaid,  there  are  several 
means  by  which  nurse-midwife  serv- 
ices have  been  reimbursed.  They 
may  be  reimbursed  under  the  cate- 
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gories  of  inpatient  and  outpatient 
hospital  services,  physician  services, 
or  clinic  services.  In  each  case,  sec- 
ondary reimbursement  to  the  nurse- 
midwife  is  made  by  the  provider 
who  employs  her.  Nurse-midwife 
services  also  may  be  reimbursed 
directly,  if  the  nurse-midwife  is 
recognized  by  the  state  Medicaid 
agency  as  an  independent  provider, 
consistent  with  state  practice  laws. 
In  states  that  support  rural  health 
clinics,  nurse-midwives  who  provide 
services  to  Medicaid  recipients  can 
be  paid  through  reimbursement  to 
the  clinic. 

To  expand  access  to  high  quality 
maternity  care  among  Medicaid- 
eligible  women  and  give  more  recog- 
nition to  the  profession  of  nurse- 
midwifery,  Congress  enacted  legisla- 
tion last  year  regarding  nurse-mid- 
wife services.  The  state  Medicaid 
agency  is  required  to  provide  cover- 
age for  services  of  nurse-midwives,  to 
the  extent  they  are  authorized  to 
practice  under  state  law  or  regulation, 
and  to  enable  nurse-midwives  to 
enter  into  independent  provider  con- 
tracts. Effective  July  1,  1981,  the 
new  law  means  that  nurse-midwives 
will  be  able  to  be  reimbursed  directly 
for  their  services  under  Medicaid, 
whether  or  not  they  are  under  the 
direct  supervision  of,  or  in  associa- 
tion with,  a  physician,  hospital,  or 
other  health-care  provider. 

Federal  law  requires  that  nurse- 
midwifery  services  be  made  available, 
if  requested  by  women  who  are 
categorically  eligible  for  Medicaid. 
A  state  may  choose  to  extend  pay- 
ment for  nurse-midwifery  services  to 
its  medically  needy  population  as 
well.  States  that  need  to  enact  en- 
abling legislation  to  contract  with 
nurse-midwives  are  given  time  be- 
yond July  1st  to  comply  with  the  new 
law. 

Direct  reimbursement  of  nurse- 
midwives  under  Medicaid  not  only 
will  improve  access  of  Medicaid 
women  to  quality  maternity  care,  but 
may  give  states  more  flexibility  to 
make  cost-effective  contracts  with 
providers. 

Direct  reimbursement  from  private 
insurers  has  been  slow  in  coming  and 


is  linked  to  nurse-midwives'  efforts 
to  open  private  practices  and  gain 
hospital  practice  privileges.  Nurse- 
midwives  in  private  practice  can- 
not ensure  continuity  of  care  or 
take  complete  responsibility  for  the 
management  of  labor  and  delivery,  if 
hospitals  deny  them  privileges.  The 
full  practice  of  the  profession  also  is 
hampered  in  not  being  reimbursed 
directly  by  private  insurers.  As  most 
insurance  companies  reimburse  the 
professional  who  delivered  the  baby, 
the  nurse-midwife  who  provides  pre- 
natal and  postpartum  care  is  cut  out 
of  the  reimbursement  process.  Some 
women  who  might  wish  nurse-mid- 
wife services  cannot  pay  for  them  and 
must  turn  to  providers  whose  care 
can  be  reimbursed  by  health  insur- 
ance. 


Professional  inter- 
dependence is  the 
keystone  of  successful 
nurse- midwifery. 


At  present,  Connecticut  General, 
Travelers,  and  Aetna  will  reimburse 
nurse-midwives  in  all  states  where 
their  practice  is  permitted.  Follow- 
ing an  act  of  the  Maryland  legisla- 
ture, Blue  Cross/Blue  Shield  reim- 
burses in  that  state,  and  Utah  and 
New  Mexico  also  have  adjusted  their 
insurance  codes  to  permit  direct  re- 
imbursement. 

"All  these  changes,"  testified 
ACNM's  Sally  Tom,  "mean  there  is 
substantially  more  competition  in 
the  obstetrical  marketplace  (and) 
that  a  nurse-midwife  may  become 
economically  independent  of  her 
physician  or  hospital  backup  serv- 
ices. Her  professional  interdepend- 
ence with  physicians  and  hospitals 
remains." 

Physician  acceptance — sometimes 

A  nurse-midwife  is  "...  a  valu- 
able member  of  the  maternity  care 
team"  who  may  "assume  responsibil- 
ity for  the  complete  management  of 
the  uncomplicated  pregnant  woman," 


is  the  stated  view  of  the  American 
College  of  Obstetricians  and  Gyne- 
cologists. The  ACOG  also  supports 
programs  "which  encourage  family 
centered  maternity  care,"  but  insists 
that  acceptable  standards  of  safety 
for  the  mother  and  new  born  are 
available  only  in  a  hospital  setting. 

According  to  Sally  Tom,  nurse- 
midwives  have  "benefited  from  and 
appreciated  the  ACOG's  official 
support  .  .  .  and  in  many  communi- 
ties .  .  .  have  formed  mutually  satis- 
fying professional  relationships  .  .  ." 
with  physicians  and  hospitals.  Pro- 
fessional clinical  interdependence  is 
a  watchword  of  nurse-midwifery  no 
matter  what  the  economic  relation- 
ship with  the  physician  or  hospital. 
This  means  consultation  with  backup 
physicians;  referral  of  clients  by  both 
nurse-midwives  and  physicians,  each 
to  the  other;  and  collaborative  man- 
agement of  client  care.  ACNM 
standards  state  that  nurse-midwifery 
practice  "occurs  interdependently 
within  a  health  care  delivery  system; 
occurs  within  a  formal  written  alli- 
ance with  an  obstetrician  or  another 
physician,  or  a  group  of  physicians 
who  has/have  a  formal  consultative 
arrangement  with  an  obstetrician- 
gynecologist;  and  exists  within  a 
framework  of  medically  approved 
protocols." 

Nonetheless,  there  is  considerable 
physician  resistance  to  nurse-mid- 
wives in  many  communities  through- 
out the  nation,  Tom  noted.  It  takes 
such  forms  as:  refusal  to  provide 
medical  collaboration,  refusal  of 
permission  or  privileges  for  use  of 
hospital  facilities,  placement  of  un- 
justifiable restrictions  on  nurse- 
midwifery  practice  or  settings, 
refusal  of  third-party  payers  to  re- 
imburse nurse-midwives,  harassment 
of  physicians  who  support  nurse- 
midwifery  practice,  requests  for  un- 
reasonable payment  for  liability 
insurance,  and  misrepresentation  of 
the  nature  of  nurse-midwifery  to  the 
public. 

One  longstanding  issue  at  dispute 
between  nurse-midwives  and  physi- 
cians is  that  of  the  practice  setting. 
Nurse-midwives  have  always  prac- 
ticed wherever  women  prefer  to  give 


AUGUST  1981/HCFA  FORUM 


birth.  Many  families  prefer  that  birth 
occur  at  home  or  in  comfortable 
home-like  surroundings,  such  as 
birthing  centers.  To  accommodate 
the  recent  demands  of  mothers  and 
their  families,  some  hospitals  have 
developed  alternatives  within  the 
hospital  setting  that  provide  safety 
features  and  hospital  emergency  care, 
should  they  become  necessary,  yet 
tend  away  from  pathologically 
oriented  delivery  rooms.  Other  ac- 
commodations include  using  more 
nurse-midwife/obstetrician  teams,  de- 
liveries in  the  labor  room,  and  early 
discharge  from  the  hospital  after  the 
mother  has  given  birth. 

Assessing  quality  of  care 

Although  the  quality  of  care  pro- 
vided by  nurse-midwives  has  not  been 
methodically  studied,  it  has  been 
subjected  to  a  scientific  scrutiny  much 
more  rigorous  than  that  of  many 
routine  obstetrical  interventions,  ac- 
cording to  C.  Arden  Miller,  M.D., 
chairman  of  the  Department  of  Ma- 
ternal and  Child  Health  of  the  Uni- 
versity of  North  Carolina  at  Chapel 
Hill.  Patient  safety  is  a  recurring 
concern  with  critics,  who  generally 
assert  that,  while  nurse-midwife  care 
of  the  pregnant  woman  is  better  than 
none,  physician  services  are  always 
more  desirable,  because  of  the  lat- 
ter's  education  in  dealing  with  com- 
plications. Severe  complications  can 
arise,  it  is  said,  with  such  speed  that 
physician  presence  throughout  labor 
and  delivery  is  justified. 

In  response,  ACNM  representa- 
tives told  the  Senate  Committee  on 
Finance  that: 

".  .  .  Normal,  healthy  pregnancy 
and  delivery  are  the  predominant 
realities  of  childbearing.  Complica- 
tions are  the  exceptions  .  .  .  Nurse- 
midwives,  unlike  most  physicians,  are 
able  to  be  in  constant  attention 
throughout  labor  (and  can)  detect 
problems  at  the  earliest  moment  and 
often  avert  them  .  .  .  Many  common 
complications  of  labor  and  delivery 
result  from  the  routine  interventions 
of  traditional  medical  care,  which  do 
not  characterize  routine  nurse-mid- 
wifery care.  Nurse-midwives  are  edu- 
cated  to   recognized  symptoms  of 


complications,  to  begin  the  appro- 
priate interventions,  and  to  call  for 
assistance  immediately  when  compli- 
cations arise." 

ACNM  points  to  a  considerable 
body  of  research  that  documents  the 
safety  of  nurse-midwifery  care.  All 
studies  have  shown  that  the  risk  to 
women  attended  by  nurse-midwives 
is  equal  to  or  lower  than  the  risk  to 
comparable  groups  of  women  at- 
tended by  physicians,  says  Sally  Tom, 
and  the  literature  reports  instances 
of  striking  reductions  in  infant  mor- 
tality after  introduction  of  nurse- 
midwifery  care.  Moreover,  countries 
with  lower  infant  mortality  rates  than 
ours  rely  heavily  on  professional 
midwives.  Some  examples  make  the 
point: 

•  During  the  first  three  years  of  a 
nurse-midwifery  program  in  Holmes 
County,  Mississippi,  where  over  72 
percent  of  the  families  earn  less  than 
$3,000  per  year,  infant  mortality 
declined  from  31  to  21  deaths  per 
1,000  live  births.  After  five  years, 
the  fetal  death  rate  was  8.5  per 
1,000.  For  nonparticipants  in  the 
program,  the  fetal  death  rate  was 
137.5  per  1,000  live  births.  Before 
the  program  began,  only  seven  phy- 
sicians served  the  population  of 
28,000. 

•  Before  a  pilot  nurse-midwifery 
service  was  initiated  in  Madera 
County,  California,  50  percent  of  the 
pregnant  women  in  the  county  re- 
ceived late  prenatal  care  or  none  at 
all.  No  physician  attended  one-fifth  of 
all  deliveries.  From  1960,  when  the 
nurse-midwifery  program  began,  to 
1963,  when  funding  for  it  ended,  the 
neonatal  (birth  through  first  month) 
mortality  rate  dropped  from  23.9  to 
10.3  per  1,000  live  births;  the  pre- 
maturity rate  dropped  to  6.4  percent 
from  1 1  percent.  Both  averages  were 
better  than  for  the  state  as  a  whole. 
After  the  program  ended,  the  prema- 
ture rate  jumped  50  percent,  and  the 
neonatal  death  rate  almost  tripled. 

•  Working  among  some  of  the 
nation's  poorest  families,  nurse-mid- 
wives from  the  Frontier  Nursing 
Service  in  eastern  Kentucky  achieved 


impressive  reductions  in  infant  and 
maternal  mortality.  Between  1925 
and  1951,  the  average  maternal  mor- 
tality rate  among  women  delivered 
by  FNS  was  9  per  10,000  births, 
while  the  average  rate  among  white 
women  nationwide  was  34  per 
10,000.  Since  1951,  not  a  single  ma- 
ternal death  has  occurred  among 
FNS  clients.  Between  1952  and  1954, 
the  FNS  neonatal  mortality  rate  was, 
at  17  per  1,000  births,  lower  than 
the  national  average,  and  since 
1971,  the  FNS  perinatal  (at  birth) 
mortality  rate  has  averaged  6  per 
1,000  births,  less  than  the  average 
rate  of  the  whole  nation  for  the  same 
period. 

•  A  maternal  mortality  rate  of 
less  than  a  third  of  the  national 
average  was  achieved  during  the 
period  1931-1951  by  the  Lobenstine 
Midwifery  Clinic  in  New  York  City, 
where  87  percent  of  the  5,765 
mothers  registered  gave  birth  at  home 
attended  by  nurse-midwives.  The 
clinic's  average  neonatal  mortality 
rate  for  this  inner-city  low-income 
neighborhood,  with  its  many  immi- 
grant families,  was  only  15  deaths 
per  1,000  births,  while  that  of  New 
York  City  as  a  whole  ranged  from 
28  to  18  deaths  per  1,000  births 
between  1931  and  1951. 


Striking  reductions 
in  infant  mortality 
after  introduction 
of  nurse-midwife 
care  are  reported 
in  the  literature. 


•  More  recently,  in  1979,  at  the 
North  Central  Bronx  Hospital,  which 
serves  one  of  New  York's  most  im- 
poverished areas,  the  neonatal  death 
rate  among  infants  weighing  over 
1,000  grams  (2.2  pounds)  and  de- 
livered by  nurse-midwives  was  a  low 
4.2  per  1,000  births. 

Patient  outcomes  are  only  partially 
related  to  the  medical  care  given. 
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Perhaps  equally  important  are  pa-  I 
tient  attitudes  toward  the  care  and  the  j 
care  giver,  according  to  three  re- 
searchers  who  recently  examined 
views  of  people  active  with  organiza- 
tions that  represent  the  interests  of 
the  poor.* 


Traditionally,  accep- 
tance of  nurse-mid- 
wifery has  been  high 
among  poor  patients. 


Traditionally,  acceptance  of  nurse- 
midwifery  has  been  high  among  low- 
income  patients.  Along  with  other 
nonphysician  practitioners,  nurse- 
midwives  are  likely  to  be  closer  to 
their  patients  in  economic  and  ethnic 
background  than  physicians,  and  the 
fact  that  nurse-midwives  are  almost 
invariably  women  is  viewed  as  con- 
tributing to  supportive,  empathetic 
care.  Patients  have  expressed  ap- 
proval of  the  amount  of  time  a  nurse- 
midwife  is  willing  to  take  with  them, 
answering  questions  and  explaining 
what  is  happening  to  them.  Such 
rapport  is  thought  to  be  important  to 
the  success  of  patient  education  ef- 
forts that  are  part  of  nurse-midwifery 
practice  (and  are  a  necessary  aspect 
of  any  medical  care  during  a  preg- 
nancy). 

Do  poor  get  second-class  care? 

Pronounced  shortages  of  all  health 
care  personnel  still  exist  in  the  na- 
tion's isolated  and  low-income  com- 
munities, where  generations  of 
women  have  relied  on  midwives  for 
maternity  care.  Midwives  have  been 
valuable,  because  they  provide  care 
in  areas  physicians  often  avoid. 

But  low-income  women,  whether 
urban  or  rural,  have  more  than  their 
share  of  pregnancy  and  birth  compli- 
cations, the  risks  of  which  are  in- 

*  "Consumer  Views  of  the  Impact  of 
Nurse-Midwifery  in  Low-Income  Areas," 
by  Wendy  Parmet,  Jacqueline  Wallen, 
Ph.D.,  and  Samuel  P.  Korper,  Ph.D., 
MPH,  The  Journal  of  Ambulatory  Care 
Management,  February  1980. 


creased  by  inadequate  nutrition,  fail- 
ure to  get  early  prenatal  care,  and 
such  conditions  as  diabetes  and 
anemia.  They  need  the  best  quality 
care  from  well  trained,  qualified 
medical  personnel.  It  is  for  this  reas- 
on that  participants  in  federally  sup- 
ported nurse-midwifery  programs  are 
encouraged  to  serve  low-income 
clients. 

Still  the  nagging  fear  of  "second- 
class  care"  offered  to  low-income 
women  remains,  the  three  researchers 
mentioned  above  found.  Some 
spokespeople  for  the  poor  worried 
that  nurse-midwives  might  be  used  in 
the  nation's  poverty  areas  to  com- 
pensate for  the  lack  of  physicians, 
rather  than  to  complement  physician 
care.  If,  increasingly,  nonphysicians 
serve  the  poor,  the  fear  is  that  policy- 
makers will  have  no  incentive  to  cor- 
rect the  severe  problems  of  physician  | 
maldistribution  that  continue  to  exist  J 
in  the  United  States. 


Modern  nurse-mid- 
wifery is  accessible, 
flexible,  affordable, 
and  up-to-the-minute. 


Unless  nurse-midwives  are  given 
first-class  conditions  in  which  to 
work,  the  researchers  asserted,  they 
can  offer  only  second-class  care.  (The 
same  holds  true  for  physicians,  of 
course.)  For  example,  overcrowding 
in  public  health  clinics  limits  the  time 
the  nurse-midwife  who  practices 
there  can  spend  with  each  patient, 
thus  sacrificing  the  rapport,  educa- 
tion, and  supportive  care  that  are 
essential  elements  of  nurse-mid- 
wifery. Also,  the  collaborating  physi- 
cian in  a  clinic  may  not  be  an 
obstetrician.  This  means  that  the 
specialist  backup  crucial  to  complete 
care  for  women  with  complications  is 
lacking. 

"For  the  immediate  future,  the 
need  for  nurse-midwives  may  be 
greater  in  low-income  areas,"  the  re- 
searchers concluded.  "But  if  mid- 
wives,  in  fact,  have  a  positive  contri- 
bution to  bring  to  maternity  care, 


then  they  should  eventually  be  used 
everywhere.  National  policy  should 
not  establish  one  system  of  materity 
care  for  low-income  areas  and  an- 
other one  for  higher  income  areas." 

Not  statistically  significant,  but . . . 

Midwifery  is  in  transition — not  yet 
statistically  significant  in  terms  of  in- 
fants delivered  in  the  United  States 
nor  dollars  saved,  but  with  unmistak- 
able potential  in  a  nation  whose 
birthrate  is  again  edging  upward  and 
whose  funds  for  care  are  stretched 
thin.  Americans  across  all  income 
groups  are  concerned  about  the  high 
cost  of  medical  services,  whether  paid 
out  of  pocket,  covered  by  private 
insurance,  or  publicly  financed. 
Nonetheless,  they  do  not  want  to 
sacrifice  quality  for  economy. 

Modern  nurse-midwifery  holds 
answers:  it  is  accessible,  flexible, 
affordable,  and  up-to-the-minute. 
Offering  the  best  of  the  old  and  the 
new,  it  combines  ancient  traditions 
of  supportive,  non-interventionist 
maternity  care  within  the  family  with 
a  comprehensive  program  of  modern 
obstetrical  services. 

As  a  member  of  a  medical  team 
that  may  include  the  family  practi- 
tioner, the  obstetrician/gynecologist, 
the  pediatric  nurse,  the  physician 
assistant,  and  the  pediatric  surgeon, 
the  nurse-midwife  can  meet  any  ob- 
stetrical challenge,  while  delivering 
care  in  various  appropriate  settings. 

It  remains  for  public  policy  mak- 
ers, especially  in  the  states,  which 
bear  the  main  responsibility  for  hus- 
banding scarce  health  care  dollars 
for  the  poor,  to  seize  the  opportun- 
ity. What  still  is  needed  is  to  con- 
tinue smoothing  the  way  for  nurse- 
midwives  to  practice  independently 
and  receive  fair  reimbursement,  to 
ensure  that  they  have  the  proper 
support  and  facilities  in  which  to 
deliver  care,  and  to  integrate  nurse- 
midwifery  into  existing  and  planned 
programs  for  care  (such  as  HMOs). 

Most  of  all  it  means  recognizing 
that  nurse-midwifery  today  is  limited 
to  neither  the  suburban  housewife 
nor  the  ghetto  mother,  but  has 
proved  to  be  eminently  acceptable  to 
a  full  cross-section  of  American 
families.  ■ 
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If  You  Need  to  Know 
Your  ADCs . . . 


Use  HCFA's  Free 
Directory  of  Adult  Day 
Care  Centers 


The  Health  Care\  Financing 
Administration  now  has  available  a 
limited  quantity  of  the  revised;  updated 
Directory  of  Adult  Day  Care  Centers, 
capsule  information  on  the  617  ongoing 
programs  throughout  the  country  that 
provide  services  to  13,500  persons  daily 

Entries  include  each  program's  official 
name,  address,  phone  number,  program 
director,  date  started,  sponsoring 
organization,  funding  sources,  nature  of 
program  and  average  daily  census. 
National  and  State-by-State  totals  and 
comparisons  are  also  included. 

For  your  free  copy  write: 

Technical  Assistance  Branch,  OPS 
Health  Standards  and  Quality-  Bureau 
Health  Care  Financing  Administration 
Bay  1-B-l  Dogwood  East  Building 
1849  Gwynn  Oak  Avenue 
Baltimore,  MD  21207 


This  article  is  the  second  of  three 
on  preventive  health  care  (the  first 
appeared  in  the  June  issue  of 
Forum).  The  articles  were  con- 
densed by  Forum's  editor  from  the 
section,  "Prevention  Profile,"  in 
Health  United  States,  1980.*  Some 
charts,  tables,  footnotes,  and  sources 
of  data  in  the  original  publication 
have  been  eliminated  for  presenta- 
tion here.  The  views  cited  of  Amer- 
icans toward  health  are  drawn  from 
various  opinion  surveys  of  scientifi- 
cally selected  samples  of  the  U.S. 
population.  For  specific  sources  of 
information,  refer  to  the  original 
PHS  publication. 

*  The  fifth  annual  report  of  the  Public 
Health  Service  on  the  nation's  health,  | 
submitted  by  the  Secretary  of  Health  and  j 
Human  Services  to  the  President  and  the 
Congress.  For  sale  by  Superintendent  of 
Documents,  U.S.  Government  Printing 
Office,  Washington,  D.C.  20402.  (DHHS 
Publ.  PHS-81-1232:  323p.) 


WHAT  ARE 
THE 
HEALTH 
PAYOFF5? 

Preventive  measures 
score  some  successes, 
but  there  are  failures 
as  well 


by  Katherine  G.  Bauer  and 
Ronald  W.  Wilson 


IN  THE  RECENT  PAST,  THE  j 
United  States  has  scored  notable 
achievements  in  health  promotion 
and  disease  prevention,  but  the  bene- 
fits have  reached  different  groups  of 
the  population  unevenly,  and  certain 
health  problems  have  been  addressed 
more  effectively  than  others.  While 
age-adjusted  death  rates  for  heart 
disease,  stroke,  accidents,  and  influ- 
enza and  pneumonia  have  declined 
sharply,  death  rates  for  cancers  of 
the  respiratory  system  and  for  homi- 
cide and  suicide  have  risen  sharply. 

Large  segments  of  the  population 
are  now  showing  interest  in  improv- 
ing their  chances  for  health.  This  is 
encouraging,  as  are  their  positive 
changes  in  lifestyle,  especially  where 
smoking  and  nutrition  are  concerned. 
Also  good  news  in  the  growing  will- 
ingness of  most  people  to  seek  early 
diagnosis  of  such  conditions  as  high 
blood  pressure  and  breast  and  cervi- 
cal cancer.  Yet  too  much  complacen- 
cy is  unwarranted,  given  the  nation's 
failure  to  prevent  deaths  from  motor 
vehicle  accidents  among  children  and 
youth,  to  reduce  the  toll  from  can- 
cers of  the  respiratory  system  and 
from  homicide  and  suicide,  and  to 
better  control  high  blood  pressure  in 
adults  in  middle  and  later  years. 

This  article  describes  the  country's 
successes,  failures,  and  gaps  in  pre- 
vention and  control  of  avoidable  ill- 
ness and  injury  to  date. 

Death  rates  drop  since  50s 

During  the  1950s,  the  age-adjusted 
death  rates  for  most  of  the  leading 
causes  remained  at  fairly  steady  lev- 
els, although  cancers  of  the  res- 
piratory system  increased  by  about 
50  percent  and  cirrhosis  of  the  liver 
about  25  percent.  In  the  next  decade, 
the  rates  for  heart  disease,  stroke, 
and  influenza  and  pneumonia  de- 
clined, and  accident  rates  fell  mark- 
edly, but  death  rates  for  cancers  of 
the  respiratory  system  and  cirrhosis 
of  the  liver  continued  to  increase 
sharply. 


The  early  1970s  showed  great 
progress.  Heart  disease  mortality  de- 
creased by  about  the  same  amount 
during  the  first  seven  years  of  this 
decade  (17  percent)  as  it  did  during 
the  20-year  period  from  1950  to 
1970.  Other  notable  reductions:  27 
percent  for  stroke;  18  percent  for  ac- 
cidents; and  36  percent  for  influenza 
and  pneumonia.  Also,  following  a 
long  period  of  increase,  cirrhosis 
deaths  dropped  11  percent. 


Americans  see  hazards 
tohealthinboth 
environment  and  life- 
style. 


For  the  population  under  45  years 
of  age,  total  cancer  mortality  has 
decreased,  and  it  has  recently  begun 
to  decline  for  those  45-49.  However, 
the  rates  for  lung  and  other  cancers 
of  the  respiratory  system  have  con- 
tinued to  rise  precipitously  and; 
among  men,  exceed  those  for  any 
other  cancer  site.  While  the  rate  has 
been  lower  among  women,  by  1983 
it  is  expected  to  exceed  that  from 
breast  cancer,  the  current  leading 
cause  of  cancer  deaths  among  women. 

Why  these  generally  encouraging 
trends?  Improved  death  rates  for 
heart  disease  undoubtedly  reflect 
some  combination  of:  reduction  of 
risk  factors  in  the  population  (due 
largely  to  education  by  the  media 
and  schools  and  at  the  worksite), 
better  emergency  medical  services, 
better  technology  of  medical  care, 
and  more  attention  to  rehabilitation. 
But  the  rise  in  death  rates  for  cancers 
of  the  respiratory  system  reflects  in- 
creased exposure  to  risks. 

Good  health:  Luck  or  life  style? 

More  than  half  of  all  Americans 
are  much  more  concerned  about  pre- 
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knew  about  a  program  (e.g.,  cardio- 
pulmonary resuscitation)  reported 
that  they  had  participated  in  it. 
Asked  what  types  of  programs  would 
be  of  most  interest,  respondents  rated 
stress  reduction  and  home  accident 
programs  highest. 

Nearly  half  American  adults  sur- 
veyed in  1979  reported  recently 
changing  the  lifestyles  of  themselves 
and  their  families  in  the  interest  of 
good  health.  Furthermore,  a  surpris- 
ing 70  percent  of  adults  reported  that 
following  a  good  health  routine  is 
easy,  "It  just  requires  willingness  and 
determination."  Only  30  percent 
said,  "It  takes  too  much  dedication 
and  discipline!" 

Changing  lifestyle  ...  for  the  better? 

People  appear  to  be  reducing  cer- 
tain potentially  harmful  personal 
habits  rather  than  increasing  them. 
Trends  are  toward  fewer  smokers, 
lower  per  capita  consumption  of  to- 
bacco and  high  cholesterol  foods, 
reduced  cholesterol  levels,  lower 
rates  of  untreated  hypertension,  and 
a  marked  increase  in  the  percent  of 
adults  who  regularly  exercise.  The 
percent  of  adults  who  are  heavy 
drinkers  has  not  changed  in  recent 
years.  The  only  increasing  trend  was 
in  smoking  among  teenage  girls. 
Some  changes  in  particular  lifestyle 
characteristics  deserve  further  note. 


of  all  adults  smoked  regularly,  the 
lowest  proportion  in  more  than  30 
years.  The  rate  of  smoking  among 
adult  men  declined  from  53  to  38 
percent  during  1965-79,  and  it  has 
been  declining  among  teenage  males 
since  1970  and  among  teenage  fe- 
males since  1974. 

In  the  past,  adult  women  smoked 
at  far  lower  rates  than  men,  which 
was  reflected  in  their  far  lower  death 
rates  from  lung  cancer.  Women  did 
not  begin  smoking  in  significant 
numbers  until  World  War  II.  How- 
ever, the  proportion  of  adult  women 
who  smoke  has  been  declining.  Be- 
cause of  the  long  latency  period  for 
lung  and  other  cancers  of  the  respira- 
tory system  and  for  chronic  obstruc- 
tive lung  disease,  death  rates,  which 
rose  so  precipitously  for  men  during 
the  1960s  and  early  1970s,  are  only 
now  beginning  a  similar  rise  among 
women.  On  the  other  hand,  smoking 
rates  among  men  began  to  decrease 
about  10  years  ago,  and  within  the 
past  few  years,  the  increases  in  the 
death  rates  for  cancers  related  to 
smoking  have  begun  to  slow  down. 

Smoking  is  a  notoriously  difficult 
habit  to  break.  In  1979,  53  percent 
of  women  smokers  and  45  percent  of 
men  smokers  reported  that  they  had 
made  a  serious  attempt  to  stop  smok- 
ing during  the  previous  two-year 
period. 


ventive  health  than  they  were  a  few 
years  ago,  a  1978  survey  indicated. 
The  extent  to  which  people  actively 
pursue  change  in  the  interest  of  pro- 
moting or  preserving  health  is  a 
function  of  what  factors  they  perceive 
as  important  to  change  and  how  diffi- 
cult they  find  it  to  accomplish  that 
change.  The  diseases  and  conditions 
Americans  most  greatly  fear  are  can- 
cer, heart  disease,  and  accidents,  and 
Americans  generally  perceive  that  the 
principal  threats  to  health  arise  from 
both  environmental  and  lifestyle  haz- 
ards. 

Asked  what  they  would  do  to  set 
a  good  health  example  for  their  fami- 
lies, 29  percent  of  one  set  of  adults 
polled  in  1978  said  they  would  stop 
smoking,  19  percent  would  exercise 
regularly,  18  percent  would  stay 
calm,  15  percent  lose  weight,  13  per- 
cent cut  back  on  sweets,  and  12 
percent  eat  more  balanced  diets.  But, 
contrary  to  demonstrated  evidence, 
these  people  did  not  perceive  the  use 
of  seat  belts  while  driving  as  import- 
ant. 

How  much  control  does  the  indi- 
vidual have  over  his  or  her  future 
health?  About  half  of  adults  sampled 
believed  that  the  individual  has  "a 
great  deal,"  and  only  about  10  per- 
cent believed  that  the  individual  has 
"very  little"  or  "none  at  all."  Being 
healthy  requires  that  the  individual 
work  at  it  and  take  a  preventive 
approach  to  health  care,  according  to 
6  of  10  adult  family  members  sur- 
veyed; the  rest  took  good  health  for 
granted  and  dealt  with  health  prob- 
lems on  a  crisis  basis.  However,  92 
percent  agreed  that,  "If  we  Ameri- 
cans ate  more  nutritious  food, 
smoked  less,  maintained  our  proper 
weight,  and  exercised  regularly,  it 
would  do  more  to  improve  our  health 
than  anything  doctors  and  medicine 
could  do  for  us." 

Many  people  look  to  health  edu- 
cation programs  for  information  and 
specific  skills,  according  to  a  survey 
conducted  in  nine  cities  during  1977- 
78  for  the  American  Hospital  Asso- 
ciation. Although  62  percent  of  the 
respondents  were  unaware  of  the 
existence  of  any  such  programs  in 
their  communities,  close  to  half  who 


No  measure  would 
lengthen  the  life  or 
improve  the  health  of 
Americans  more 
than  eliminating 
cigarette  smoking. 


•  Smoking — No  single  measure 
would  lengthen  the  life  or  improve 
the  health  of  Americans  more  than 
eliminating  cigarette  smoking.  Per 
capita  consumption  of  tobacco  has 
declined  steadily  since  1973,  and  it 
is  now  at  the  lowest  level  of  the  cen- 
tury. Today  there  are  over  30  mil- 
lion ex-smokers.  In  1979,  33  percent 


•  Overweight — During  the  last  80 
years,  the  mean  body  weight  of  the 
total  U.S.  population  has  steadily  in- 
creased. For  people  20-74  years  of 
age,  14  percent  of  men  and  24  per- 
cent of  women  are  significantly  over- 
weight, that  is,  more  than  120  per- 
cent of  desirable  weight  for  their 
height  and  sex.  Forty-six  percent  of 
American  adults  perceive  themselves 
to  be  overweight,  but  only  a  third 
actually  know  the  recommended 
weight  for  their  own  height  and  age. 

The  United  States  appears  to  be  a 
nation  of  dieters.  Of  adults  ques- 
tioned in  1978,  16  percent  stated 
that  they  were  currently  on  a  diet, 
and  another  31  percent  had  dieted 
in  the  past. 

•  Nutrition — Americans  appear  to 
be  increasingly  concerned  about  the 


AUGUST  1981/HCFA  FORUM 


food  they  eat,  not  only  the  amount, 
but  its  content.  In.  1978,  one  of 
every  four  adults  reported  eating 
more  nutritious  food  than  in  1977. 
More  than  80  percent  of  adults  sur- 
veyed believed  that  cholesterol  and 
fat  posed  a  great  degree  or  some 
degree  of  threat  to  health,  and  about 
70  percent  thought  that  salt  posed 
some  threat.  Increasing  consumer 
attention  to  diet  is  undoubtedly  re- 
sponsible for  the  drop  in  serum 
cholesterol  levels  in  the  U.S.  popula- 
tion of  about  1 2  percent  for  men  and 
22  percent  for  women  between  the 
early  1960s  and  early  1970s. 


Only  20%  of the 
driving  population 
uses  seat  belts. 


•  Risky  driving — At  the  other  ex- 
treme, only  a  small  percentage  of 
Americans  take  active  steps  to  re- 
duce risks  to  themselves  and  their 
children  from  death  and  disability 
due  to  car  crashes.  Although  all 
newer  models  of  automobiles  are 
equipped  with  seat  belts,  only  20  per- 
cent of  the  driving  population  uses 
them.  A  1974  survey  by  the  Insur- 
ance Institute  for  Highway  Safety 
found  proper  child  safety  restraints 
in  use  for  only  7  percent  of  almost 
9,000  automobile  passengers  under 
10  years  of  age. 

For  teenagers  (15-19),  motor  ve- 
hicle accident  death  rates  show 
marked  discrepancies  by  sex  and  race. 
Non-white  youth  have  less  than  half 
the  rates  of  death  of  white  youth, 
perhaps  because  of  less  easy  access 
to  cars.  A  lower  proportion  of  deaths 
among  female  youth  than  among 
males  may  reflect  females'  generally 
lower  propensity  to  alcohol  abuse 
and  risk  taking  behavior. 

•  Job-related  stress  and  hazards — 
Preliminary  evidence  indicates  that 
inappropriately  managed  stress  is 
linked  to  increased  risks  of  heart 
disease  and  stroke.  More  than  one  in 
four  men  and  about  one  in  three 


women  who  work  report  being  under 
a  great  deal  of  emotional  stress  from 
their  jobs.  Half  of  the  men  and  45 
percent  of  women  report  they  are 
under  some  stress.  In  a  1979  survey, 
12  of  every  100  male  workers  re- 
ported that  at  some  point  in  their 
lives  they  had  changed  jobs  because 
of  concerns  about  occupational  haz- 
ards or  dangers  to  their  health. 
Among  women,  the  rate  was  only 
half  as  great. 

•  Misuse  of  alcohol  and  drugs — 
An  estimated  10  percent  of  U.S. 
adults  have  drinking  problems,  and 
16  percent  report  that  they  or  some- 
one in  their  family  drinks  more  than 
they  should.  Among  survey  respond- 
ents reporting  excessive  drinking  in 
their  families,  only  19  percent 
thought  that  the  person  concerned 
had  ever  gone  to  a  friend,  a  relative, 
or  a  professional  of  any  kind  for 
advice  or  help.  In  about  a  quarter  of 
the  families  reporting  alcohol  prob- 
lems, drinking  had  interfered  with 
the  person's  job. 

Only  about  7  percent  of  males  and 
5  percent  of  females  stated  they  had 
changed  their  drinking  patterns  dur- 
ing the  past  two  years  because  of 
health.  These  findings  are  consistent 
with  the  results  of  other  national 
surveys  and  with  beverage  sales  data, 
which  show  that  per  capita  consump- 
tion of  absolute  alcohol  did  not 
change  markedly  during  1971-78. 
Among  adolescents,  there  was  no 
change  in  peak  quantity  (five  or 
more  beers  at  a  time)  consumed  or 
in  regularity  of  drinking  during 
1974-78,  data  from  other  surveys 
show. 

Heroin-related  medical  problems 
declined  dramatically  from  1976  to 
1978,  and  barbituate-related  mortal- 
ity declined  from  more  than  2,600  in 
1970  to  less  than  1,300  in  1976.  On 
the  other  hand,  the  proportion  of 
adolescents  reporting  current  use  of 
marijuana  rose  from  12  percent  in 
1974  to  16  percent  in  1977. 

•  Exercise  and  fitness — Survey 
data  about  the  amount  of  exercise 
people  regularly  get  may  understate 
the  true  case,  because  a  sizable  pro- 
portion of  the  population  engages  in 


physical  activity  on  the  job.  Twenty- 
foor  percent  of  men  surveyed  (but 
only  10  percent  of  women)  report  a 
great  deal  of  physical  activity  at 
work.  Another  26  percent  of  men 
and  18  percent  of  women  report 
some  job-related  physical  activity. 

Concerning  nonwork-related  exer- 
cise, 36  percent  of  adult  family  mem- 
bers questioned  in  1978  got  some 
planned  physical  exercise  at  least 
several  times  a  week;  64  percent 
exercised  only  occasionally  or  paid 
no  attention  to  fitness.  While  24  per- 
cent of  family  members  exercised 
more  than  they  did  a  year  previously, 
21  percent  exercised  less.  Those  who 
exercised  regularly  were  almost 
equally  divided  between  men  and 
women,  and  were  concentrated 
among  people  18-34  years  of  age 
and  those  65  years  of  age  and  over. 
Among  this  older  group,  a  surprising 
39  percent  reported  engaging  in  regu- 
lar exercise. 

More  affluent  people  are  more 
likely  to  engage  in  regular  exercise. 
Only  24  percent  of  adults  in  house- 
holds with  an  income  of  less  than 
$7,000  a  year,  but  56  percent  in 
those  earning  above  $25,000,  re- 
ported exercising.  Among  business 
leaders,  it  was  a  startling  75  percent. 

•  Social  supports — Single  people 
who  live  isolated,  friendless  lives  are 
at  a  significantly  greater  risk  of  ill 
health  and  death  than  are  people 
with  a  close  network  of  relatives  and 
friends  whom  they  see  often  or  than 
are  people  who  actively  engage  in 
community  activities.  The  absence 
of  social  support  systems  appears  to 
constitute  just  as  strong  a  risk  factor 
for  premature  death  as  do  diet,  exer- 
cise, and  the  absence  of  other,  more 
widely  recognized  attributes  of 
healthful  lifestyle.  However,  social 
isolation  is  a  problem  for  only  a  small 
segment  of  the  population. 

Americans  try  prevention 

It  is  well  established  that  certain 
health  services  are  effective  in  de- 
tecting disease  at  controllable  stages, 
as  well  as  in  preventing  undesired 
pregnancies,  unnecessarily  high 
rates  of  infant  deaths,  and  illnesses 
and  deaths  from  many  communicable 
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diseases.  Americans  avail  themselves 
of  these  services,  however,  at  uneven 
rates,  as  indicated  below.  (Most 
figures  are  from  the  1979  survey  of 
health  practices  by  the  National  Cen- 
ter for  Health  Statistics.) 

•  Regular  physical  examination — 
Americans  appear  to  have  adopted 
the  idea  that  the  regular  physical 
examination  is  important  and  worth- 
while. In  1978,  59  percent  of  men 
and  70  percent  of  women  questioned 
had  had  physical  examinations  with- 
in the  prior  two  years;  yet  another 
study  showed  that  43  percent  of  the 
population  found  such  examinations 
frightening,  "because  you  never  know 
what  you  will  find  out,"  and  that  73 
percent  of  adults  believed  that  check- 
ups cost  too  much  for  the  average 
family  to  afford. 


Almost  half  of  the 
babies  born  to  poorer 
women  during  1971- 
76  were  unplanned. 


•  Control  of  hypertension — High 
blood  pressure  is  a  major  risk  factor 
for  heart  disease  and  an  important 
factor  in  kidney  failure,  stroke,  and 
congestive  heart  failure.  An  esti- 
mated 60  million  people  have  ele- 
vated blood  pressures  (more  than 
140  mmHg/ 90  mmHg)  and  are  at 
increased  risk;  of  these,  about  35 
million  people  (15  percent  of  the 
population )  have  definite  hyperten- 
sion (160  mmHg' 95  mmHg.)  Black 
adults  have  higher  rates  of  high  blood 
pressure  than  white  adults,  28  per- 
cent versus  17  percent. 

In  1979,  75  percent  of  all  men 
and  83  percent  of  women  20-64  years 
of  age  had  had  their  blood  pressures 
checked  within  the  past  year;  88  per- 
cent of  men  and  94  percent  of 
women  had  had  readings  within  the 
past  two  years. 

•  Breast  examination  for  cancer — 
No  known  primary  preventive  meas- 
ures exist  for  breast  cancer,  but 
early  detection  and  prompt  treatment 


can  greatly  increase  chances  for  sur- 
vival. Screening  for  breast  cancer 
takes  many  forms,  including  physi- 
cian examination,  diagnostic  tests 
such  as  mammography  or  ultrasound, 
and  self-examination.  Of  women  20- 
64  years  of  age  surveyed,  62.5  per- 
cent had  had  a  breast  examination 
by  a  physician  within  the  previous 
year  and  an  added  20  percent  had 
been  examined  within  the  previous 
two  years.  Only  5  percent  of  women 
reported  never  having  had  such  an 
examination,  offering  a  welcome 
contrast  to  the  1973  finding,  when  an 
estimated  12  percent  of  women  24-64 
reported  this. 

•  Pap  smear — Most  deaths  from 
cervical  cancer  can  be  eliminated. 
Success  depends  on  early  diagnosis 
and  treatment.  In  1979,  almost  60 
percent  of  American  women  20-64 
years  of  age  reported  having  had  a 
Pap  smear  for  the  detection  of  cervi- 
cal cancer  within  the  previous  year, 
and  20  percent  more  had  had  the 
test  within  the  previous  two  years. 
Only  about  6  percent  reported  not 
ever  having  had  or  not  knowing  if 
they  had  had  the  test.  Again,  this 
represents  a  large  positive  shift  from 
the  1973  survey,  when  12  percent 
reported  never  having  been  tested. 

•  Family  planning — The  use  of 
contraceptives  has  grown  significant- 
ly. As  of  1976,  only  14  percent  of 
married  women  at  risk  of  an  un- 
planned pregnancy  were  not  using 
some  form  of  contraception.  Never- 
the  less,  disparities  remain  between 
groups  in  the  effective  use  of  family 
planning  methods.  For  one  example, 
1 1  percent  of  babies  born  to  ever- 
married  American  women  between 
1971  and  1976  resulted  from  preg- 
nancies that  were  not  wanted  prior 
to  conception,  and  an  additional  23 
percent  from  pregnancies  that  the 
mothers  felt  occurred  too  early  in 
their  lives — a  total  of  34  percent 
unplanned  births  to  ever-married 
women. 

However,  the  proportion  of  un- 
planned births  has  been  decreasing. 
For  black  women,  the  rate  of  un- 
planned births  was  much  higher  than 
for  white  women  in  both  years,  but 


the  differences  are  decreasing.  Also, 
a  higher  proportion  of  unplanned 
births  occur  among  ever-married 
women  who  are  poor.  The  rate  of 
recent,  unplanned  pregnancies  among 
women  with  family  incomes  below 
150  percent  of  the  poverty  index  dur- 
ing 1971-76  was  about  50  percent 
more  than  that  among  women  with 
higher  family  incomes.  Almost  half 
of  the  babies  bora  to  poorer  women 
were  unplanned. 

In  1977,  500,000  babies  were 
born  to  single  women,  half  of  whom 
were  teenagers.  The  rate  of  births  to 
girls  10-14  years  of  age  actually  rose 
slightly  between  1950  and  1977.  In 
addition,  the  differences  according  to 
race  for  this  age  group  were  sevenfold 
in  1977.  Among  women  15-19  years 
of  age,  a  steady  drop  in  birth  rates 
is  evident  for  both  races  between 
1950  and  1977.  However,  less  than 
one-third  of  the  births  to  these  young 
women  were  wanted  when  they  oc- 
curred. At  the  same  time,  25  percent 
of  sexually  active,  unmarried  women 
in  this  age  group  reported  that  they 
never  used  contraceptives,  and  about 
45  percent  used  them  only  occasion- 
ally. 


In  1979,  75%  of  men 
and  83%  women  had 
had  their  blood  pres- 
sures checked  in  the 
past  year. 


The  number  of  abortions  in  the 
United  States,  1.37  million  during 
1978,  also  indicates  the  lack  of  con- 
traceptive practice  by  large  numbers 
of  women  who  at  any  one  time  wish 
to  postpone  or  avoid  childbearing. 
About  1  out  of  every  8  women  of 
childbearing  age  in  the  United  States 
has  had  an  abortion.  Of  the  abor- 
tions performed  in  1978,  one-third 
were  obtained  by  teenagers,  three- 
fourths  of  whom  were  unmarried. 

o  Care  during  pregnancy — Al- 
though overall  infant  and  maternal 
mortality  rates  have  fallen  continu- 
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ously  since  1950,  there  are  striking 
demographic  variations  both  in  these 
rates  and  in  the  prevalence  of  some 
of  the  major  risk  factors  for  poor 
pregnancy  outcomes. 

The  1976  rate  of  maternal  death 
for  non-whites  was  three  times  that 
for  whites  It  was  at  the  level  where 
white  maternal  mortality  had  been  16 
years  earlier  The  overall  infant  mor- 
tality rate  has  been  reduced  by  more 
than  half  since  1950,  falling  from 
29.2  to  13.8  per  1,000  live  births  in 
1978.  However,  the  rate  for  black 
infants,  23.6  per  1,000  live  births, 
was  only  at  the  1955  level  of  the  rate 
for  white  infants.  A  twofold  differ- 
ence between  black  and  white  infant 
deaths  is  maintained,  whether  one 
measures  total  infant  mortality,  neo- 
natal mortality,  or  post  neonatal 
mortality.  The  median  number  of 
visits  for  prenatal  care  among  black 
women  is  9.4,  compared  with  11.2 
for  white  women. 

Low-birth-weight  babies  are  much 
more  apt  to  be  born  to  women  of 
low  than  high  educational  attainment. 
Women  who  have  not  completed  high 
school  have  almost  twice  the  risk  of 
having  low-birth-weight  babies  as  do 
women  with  education  beyond  high 
school.  This  is  directly  related  to  the 
teenage  pregnancy  measure  previous- 
ly cited,  since  young  teenage  moth- 
ers are  not  likely  to  complete  high 
school. 

The  association  of  low  birth  weight 
with  age  of  the  mother  is  established: 
15  percent  of  babies  born  to  mothers 
under  15  years  of  age  are  low  birth- 
weight,  twice  the  level  for  all  babies. 
Unfortunately,  teenagers  are  the  least 
likely  to  seek  or  obtain  prenatal  care 
or  to  seek  it  early  in  pregnancy.  In 
1977,  26  percent  of  women  giving 
birth  made  no  prenatal  visit  during 
the  first  trimester  of  pregnancy; 
among  mothers  under  15  years  of 
age,  the  figure  was  68  percent..  Six 
percent  of  women  giving  birth  in 
that  year  had  had  no  prenatal  care 
during  either  of  the  first  two  tri- 
mesters; among  mothers  under  15 
years  of  age,  the  figure  was  21  per- 
cent. 

•  Immunization  —  Immunizations 
from  poliomyelitis,  mumps,  tetanus, 


diphtheria,  rubella,  pertussis  (whoop- 
ing cough),  and  measles  have  long 
been  available  to  protect  children, 
and  vaccines  for  certain  strains  of  in- 
fluenza and  pneumococcal  pneumonia 
have  been  developed  more  recently 
to  protect  adults.  Maintaining  such 
protection  requires  continual  vigi- 
lance. During  the  early  1970s,  im- 
munization levels  among  children  be- 
gan falling,  so  that,  by  1976,  more 
than  a  third  of  all  children  under  15 
years  of  age  were  not  properly  pro- 
tected. This  was  accompanied  by  a  63 
percent  rise  in  the  number  of  rubella 
cases,  a  39  percent  rise  in  measles, 
and  a  1.5  percent  rise  in  pertussis 
cases. 

By  the  fall  of  1979,  following  a 
federal  childhood  immunization  in- 
itiative, 91  percent  of  more  than  24 
million  school  children  assessed  in 
kindergarten  through  eighth  grade 
had  become  protected  against  measl- 
es, polio,  diphtheria,  pertussis,  and 
tetanus  (DPT),  while  84  percent  were 
protected  against  rubella.  The  protec- 
tion levels  among  3.2  million  entering 
school  were:  measles,  92  percent; 
rubella,  89  percent;  mumps,  81  per- 
cent; polio,  95  percent;  and  DPT, 
96  percent.  This  encouraging  move- 
ment toward  complete  protection 
against  vaccine-preventable  diseases 
reflects  the  combined  interest  and  ac- 
tivities of  parents,  public  health  of- 
ficials, and  physicians. 

When  prevention  fails 

Prevention,  early  diagnosis,  and 
prompt  treatment  of  sexually  trans- 
mitted diseases  have  been  limited 
severely  by  the  silence,  apathy,  ig- 
norance, and  connotations  of  shame 
that  surround  them.  In  consequence, 
these  diseases,  most  of  which  lend 
themselves  to  effective  control,  are  on 
the  increase.  They  represent  one  of 
the  signal  failures  of  prevention  in  the 
United  States  today. 

Another  example  of  striking  fail- 
ures in  prevention  is  seen  in  the  rates 
of  homicides  and  suicides  in  the 
population.  Murder  is  more  common 
among  poor  and  minority  groups. 
Among  the  age  group  15-19  years 
of  age,  homicide  rates  for  white  males 
and  white  females   increased.  For 


non-white  males,  the  age-adjusted 
rate  for  homicide  peaked  in  1972 
(83.1  per  100,000);  and  for  those  in 
this  population  15-19  years  of  age, 
the  homicide  rate  peaked  in  1971 
(60.2  per  100,000).  In  1977,  young 
black  men  were  five  times  as  likely 
to  become  victims  of  homicide  as 
were  young  white  men,  and  young 
black  women  more  than  four  times  as 
likely  to  become  victims  as  young 
white  women. 


Silence,  apathy,  ignor- 
ance, shame  limit  pre- 
vention of  sexually 
transmitted  diseases. 


Next  to  motor  vehicle  accidents, 
injuries  from  firearms  cause  the  great- 
est number  of  violent  deaths  in  the 
U.S.  In  1978,  there  were  31,000 
deaths  from  gunshot  wounds,  or 
about  14  per  100,000  population. 
By  contrast,  in  England  and  Wales 
in  1976,  there  were  less  than  300 
deaths  from  gunshot  wounds,  or 
about  0.6  per  100,000  population. 
From  1960  through  1974,  handgun 
sales  quadrupled  to  more  than  6 
million  a  year  and  the  homicide  rate 
increased  from  4.7  per  100,000  to 
10.2  for  the  overall  population  and 
from  5.9  to  14.2  for  people  15-24 
years  of  age. 

Young  white  males  are  at  much 
higher  risk  of  suicide  than  other 
males  of  the  same  age.  As  with  homi- 
cides, young  women  are  at  consistent- 
ly lower  risk  of  suicide.  The  increase 
in  the  rate  of  suicide  is  much  greater 
among  young  men  than  among  young 
women.  Firearm  use  has  been  in- 
creasing at  a  much  faster  rate  than 
other  means  of  suicide.  ■ 

The  third  and  last  article  of  this 
series  on  prevention  in  health  care 
will  appear  in  the  October  issue  of 
Forum  and  will  set  forth  a  series  of 
specific  health  objectives  for  the 
nation,  deemed  attainable  by  1990 
though  preventive  and  precautionary 
measures,  based  on  the  level  of 
knowledge  and  the  resources  avail- 
able at  the  beginning  of  1980. 


HCFA  FORUM  AUGUST  1981 


27 


Update 


HCFA  realigns  organization, 
names  new  senior  officials 

To  streamline  lines  of  authority 
within  the  Health  Care  Financing 
Administration,  Administrator  Caro- 
lyne  K.  Davis,  Ph.D.,  has  realigned 
the  agency's  bureaus  and  offices 
under  five  new  senior  officials  who 
were  to  be  announced  beginning  in 
July. 

The  new  arrangement  is  to  help 
the  Administrator  and  her  deputy, 
Paul  R.  Willging,  Ph.D.,  concen- 
trate on  key  issues  and  to  speed  up 
the  decision-making  process  in 
HCFA's  day-to-day  program  oper- 
ations. 

First  of  the  five  officials  to  be 
designated  were  George  A.  Thomp- 
son as  associate  administrator  for 
operations  and  James  F.  Donovan, 
M.D.,  as  associate  administrator  for 
management  and  support  services. 

Thompson,  previously  vice  presi- 
dent of  public  and  provider  affairs 
for  Blue  Cross  of  Northern  Califor- 
nia, assumes  responsibility  for  pro- 
gram operation  in  HCFA's  central 
office  and  in  10  regions  across  the 
country.  HCFA's  bureaus  of  pro- 
gram operations,  quality  control,  and 
health  standards  and  quality  and  the 
regional  offices  will  report  to  him. 
His  background  includes  positions 
as  associate  director  of  hospital  and 
clinics  at  the  University  of  Califor- 
nia in  San  Francisco,  director  of 
finance  at  Mt.  Zion  Hospital  and 
Medical  Center,  and  assistant  admin- 
istrator of  finance  at  San  Francico's 
Children's  Hospital. 

Martin  Kappert,  currently  director 
of  the  bureau  of  quality  control  has 
been  named  deputy  administrator 
for  operations. 

Dr.  Donovan  was  executive  presi- 
dent and  medical  director  of  Inter- 
national Medical  Services,  Inc.  Pre- 
viously he  served  as  director  of 
health  care   development  with  the 


Whittaker  Corporation  and  director 
of  the  West  Coast  Cancer  Founda- 
tion. He  spent  more  than  ten  years 
in  private  practice.  Dr.  Donovan 
will  be  responsible  for  internal  func- 
tions of  HCFA,  including  personnel, 
management,  budget,  computer  sup- 
port, and  equal  opportunity.  In  addi- 
tion, he  will  oversee  the  offices  of 
direct  reimbursement,  financial  and 
actuarial  analysis,  and  data  statistics. 

Still  to  be  announced  among  the 
new  appointees  are  the  associate  ad- 
ministrator for  policy  and  the  direc- 
tors of  the  offices  of  external  affairs 
and  executive  operations. 


Expert  on  aging  urges 
''teaching  nursing  homes" 

Creation  of  teaching  nursing 
homes — counterparts  to  teaching 
hospitals — was  proposed  recently  by 
Dr.  Robert  N.  Butler,  director  of  the 
National  Institute  on  Aging,  one  of 
the  National  Institutes  of  Health. 

Teaching  nursing  homes  would 
help  the  nation  gear  its  biomedical 
and  other  research  and  training  ca- 
pacities to  the  needs  of  its  growing 
elderly  population,  says  Dr.  Butler, 
writing  in  the  Journal  of  the  Ameri- 
can Medical  Association. 

Nursing  home  spending  is  nearing 
$22  billion  a  year  and  is  expected  to 
quadruple  by  1990.  It  would  be  to 
the  advantage  of  the  public  and 
private  sectors  to  ensure  that  these 
huge  sums  are  spent  as  effectively  as 
possible. 

He  also  notes  that  research  and 
training  in  geriatrics  is  a  long- 
neglected  area,  and  this  void  parti- 
ally accounts  for  the  poor  public 
image  of  today's  nursing  homes. 
Teaching  facilities  would  set  ex- 
amples for  the  nation's  18,000  com- 
munity nursing  homes. 


Medicare-Medicaid  film, 
video-tapes  available 

"Medicare-Medicaid  —  Which  is 
Which?"  is  the  title  of  an  audio- 
visual training  presentation  recently 
jointly  produced  and  being  distrib- 
uted by  the  Health  Care  Financing 
Administration  and  the  Social  Secur- 
ity Administration  to  Medicare  con- 
tractors, state  agencies,  and  similar 
technical  addressees. 

As  the  title  suggests,  the  14- 
minute  presentation,  available  in  % 
inch  video-cassette  and  16mm  film, 
describes  in  general  terms  the  simi- 
larities and  differences  between  the 
two  programs.  The  presentation  is 
for  persons  who  need  to  become 
familiar  with  the  programs,  but  is 
not  suitable  for  the  general  public. 

Two  cassettes  and  two  films, 
along  with  guides  for  discussion 
leaders,  have  been  sent  to  each 
HCFA  regional  office,  and  SSA  ear- 
lier this  year  distributed  one  cassette 
to  each  of  its  social  security  offices, 
area  directors,  teleservice  centers, 
program  service  centers,  and  regional 
offices.  Medicare  contractors  and 
Medicaid  state  agencies  have  been 
notified  of  the  availability  of  the 
training  devices  and  sent  them  on  re- 
quest. About  1,800  video-cassettes 
and  200  films  have  been  distributed 
or  are  available. 

The  materials  are  available  for 
permanent  use  or  loan  from  Joseph 
Boston,  Mcdicaid/Medicare  Man- 
agement Institute,  HCFA,  Room 
366,  East  High  Rise,  6325  Security 
Blvd.,  Baltimore,  MD  21207  (tele- 
phone: 301-594-8648). 
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What's  new 
in  health  care 
financing? 


HCFA  has  3  periodicals  to 
keep  you  up-to-date... 

•  Forum 

•  Review 

•  Perspectives 


Health  Carep 


inancing 

Review 


Review 

HCFA's  research  journal... 
reports  quarterly  on  agency- 
supported  research,  demon- 
stration, and  evaluation 
projects... Among  research 
topics  covered:  physician 
reimbursement,  beneficiary 
access  to  services,  geo- 
graphic differences  in  hospital 
stays,  payment  incentives, 
cost  containment. 

Also  presents  statistics  on 
Medicare,  Medicaid,  national 
health  expenditures,  related 
subjects. 

Order  from:  Superintendent  of 
•  Documents,  U.S.  Government 
Printing  Office,  Washington, 
DC  20402.  Annual  subscrip- 
tion: $9.00  domestic;  $1 1 .50 
foreign. 


Special  Feature- 
HCFA  Reorganization 


MEDICAID  AND  MEDICARE 
MANAGEMENT 

The  Health  Care  Financing  Administration 


Forum 

HCFA's  official  magazine... 
covers  all  aspects  of  health 
care  financing,  as  well  as 
HCFA's  programs  and  activ- 
ities...Bi-monthly. 

Promotes  efficiency  within 
health  care  delivery  systems... 
serves  as  a  forum  for  discus- 
sion and  debate  on  complex 
health  care  issues. 

Order  from:  Superintendent  of 
Documents,  U.S.  Government 
Printing  Office,  Washington, 
DC  20402.  Annual  subscrip- 
tion: $7.50  domestic,  $9.40 
foreign. 

Perspectives 

HCFA's  "how  to"  publication 
for  Medicaid/Medicare  admin- 
istrators, Medicare  carriers 
and  intermediaries,  state  and 
local  agencies. ..Published  3-5 
times  a  year. 

Articles  address  program  tech- 
niques, procedures,  opera- 
tions management. ..application 
of  research. ..good  practices 
that  are  replicable. 

Request  a  free  subscription 
from:  Medicaid  Medicare 
Management  Institute,  HCFA, 
Rm.  365,  East  High  Rise  Bldg., 
6401  Security  Blvd.,  Baltimore, 
MD.  21235. 
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